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PREFACE 


This volume contains the papers which were presented the 
40th National Conference the American Marketing Association. 
The Editor indebted the authors and the chairmen the 
various sections for their excellent cooperation. Sixty-four the 
sixty-eight papers which were presented the conference are in- 
cluded this volume. Two speakers requested that their papers 
not printed and two other speakers did not provide the Editor 


with copies the papers. 


attempt group the papers more homogeneous 
and readable fashion, the Editor has rearranged the papers rather 
than presenting them the order indicated the Conference 
Program. revision has been kept minimum; how- 
ever, full responsibility assumed for any and all mistakes which 


may have resulted from editorial revision. 


DAVID ROBBINS 
HARVARD BUSINESS SCHOOL 
BOSTON, AUGUST 1958 
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THE WHITE HOUSE 
WASHINGTON 


June 23, 1958 
Dear Mr. Mueller: 


Please give greetings all attending the annual 
conference the American Marketing Association 
the Harvard Graduate School Business Administra 


tion. 


like the theme this conference, “Successful 
Marketing—at Home and Abroad.” timely 
subject. clearly bears upon the international chal- 
lenges our position leading trader and pro- 
ducer; and strongly affects all plans and activities 
business the home front. From your discus- 
sions, sure you will gain new confidence the 
power American enterprise advance the prog- 
ress our Nation and the free world. 


pleasure send best wishes for fine con- 
ference. 

Sincerely, 

DWIGHT EISENHOWER 


The Honorable Frederick Mueller 
Assistant Secretary Commerce 
Washington, 
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PART ONE 


INTERNATIONAL MARKETING 


INTRODUCTION 


‘ 


FOREIGN MARKETING TODAY’S WORLD 
William Herod* 


International General Electric Company 


Marketing can defined either broadly, operation involving 
the disposal goods services for recognized consideration, usually 
monetary; technically, that specific function including market analy- 
sis, product planning, selling, servicing, which with the collateral func- 
tions engineering, finance, legal, etc., make business. 

For many purposes the technical definition appropriate. But for 
our purposes the broader definition operation involving the disposal 
goods services for monetary compensation” seems preferable. This 
definition includes the technically defined function and also other elements 
equally important disposal for monetary consideration, such finance 
and law, involving credit, collection, foreign exchange (into appropriate 
currency), and export and import controls. All these are important 
foreign marketing, but success largely determined the climate at- 
titudes, economics, politics, and social relations. 

Let review the international situation, better appraise causes 
and expectancies and able more realistically plan for the future. 
man’s long upward progress, advances have been consequent upon signifi- 
cant developments. The control and use fire, agriculture, and village 
life were early significant developments; they advanced man’s living levels. 
did the wheel, writing, the steam engine, electric motor, and automobile, 
and, the spiritual field, the concept one God. Progressing through 
Stone, Bronze, and Iron Ages our modern Nuclear Age, man has suc- 
cessively conquered land, sea, and air; now addresses himself space. 
But each advance has also had readjust and more highly organize 
his affairs. Scientific advance, increasing energy use and control natural 
resources, organization, and new ideas—these have enabled man advance 
rapidly since the beginning the Industrial Revolution. But recently his 
advance has been even more dynamically accelerated with attendant eco- 
nomic, social, political, and psychological change. 


BASIC CONSIDERATIONS 


Basic this see today least four factors world importance: 
First, alongside various human virtues, note continuation age-old 
human weaknesses—passion, envy, hate, cupidity, and resentment against 
alien leadership, guidance, control. Human nature has changed little. 

Contrasted with the period prior World War II, note, second, 
the importantly altered international, political, and power relationships, 
with two power poles, USSR and the United States, with certain nations 
allied each, and uncommitted group. Western European power and 


*William Rogers Herod President and General Manager the Inter- 
national General Electric Company and Vice President General Electric 
Company. director number companies the United States 
and abroad. 1951, Mr. Herod was appointed Coordinator Defense 
Production, North Atlantic Treaty Organization. Also 1951 was 
accorded personal rank Minister the President the United States. 
Mr. Herod active numerous charitable and philanthropic associations 
throughout the world. 
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influence have decreased; those the USSR, China, and Communism have 
increased, has Arab importance. There are opposing ideologies and ways 
life with Communism antagonistic and predatory; hence, world division 
and tension. Further, since World War II, score new and yet im- 
mature sovereignties have been created, embracing quarter the world’s 
population, with all the problems inexperience. the pattern 
international relationships has been importantly altered. 

Third, see important, rapidly accelerated scientific and technological 
advances. Nuclear bombs, earth satellites, greater energy use and control 
nature are evident and impressive military, economic, political, and 
psychological significance, are jets, rockets, radio and TV, speed trans- 
portation, communication, and the spread ideas. DDT, antibiotics, and 
sanitation are deceasing death rates and accelerating population increase, 
except for birth control, Japan. And with increasing emphasis 
research, even more highly accelerated technical advance expected. 

Fourth, there are the altered attitudes people: the strongly motivat- 
ing, widened demand for economic progress, education, social improvements, 
and autonomy, veritable “explosion expectations.” There nationalism, 
intense some areas Asia and Africa, subordinated the European 
Common Market. The power public opinion has increased. And new 
ideas are reorienting man’s relationship government, society, and 
his fellow man, his family, other nations, and his God. These 
changes are outstanding importance, and further change expected. 


These factors have contributed greatly accelerated population growth: 
sharply increased, but not always well-balanced, economic activity; various 
ups and downs fortune; and the overriding world division, with tensions 
and strains. The tenor our ways has been decidedly altered, affecting 
domestic and international policies and relationships, each our lives, and 
particularly the climate for foreign marketing. 


INCREASING WORLD TRADE 


Total world trade, including Sino-Soviet-Satellite trade, though perhaps 
currently (in 1958) decreasing, apparently reached all-time high 1957, 
probably exceeding $110 Its 80% expansion volume (at constant 
prices) the previous years was considerable; the changes its pat- 
tern significant. that period the United States and Canada’s volume 
exports multiplied some times; the United Kingdom’s increased 
about two-thirds; Latin American exports excluding petroleum increased 
less than 20%. The international trade the Sino-Soviet-Satellite 
“SSS Bloc” also increased, apparently somewhat more rapidly than total 
world trade the last decade. 


Also the last years, exports from the industrialized countries have 
risen higher percentage world exports, excluding intra-SSS Bloc, 
while their imports have dropped relatively (from roughly 70% 1928, 
67% 1956 the world’s export But imports into the countries 
dependent upon the export their primary products, designated primary 


Monthly Bulletin Statistics, May 1958; and 1957 Economie 
Survey Europe, VI, page 
1957 Economic Survey Europe, Ch. IV, Table 


export countries, increased relatively the same period from 24% 30% 
the world’s export trade (excluding intra-SSS Bloc trade), whereas their 
total exports just about held their own 30%. the share their ex- 
ports represented products increased progressively from 
1928 24% 1956,° their exports other than petroleum and few 
minerals lagged alarmingly behind world growth. This long-term trend 
imports the primary export countries increasing more rapidly than 
their exports, except for oil export countries, has put pressures their 
currencies; and this combined with price drops primary exports, such 
copper, lead, zinc, coffee, has caused them serious balance-of-payments 
difficulties, extensive exchange depreciations, and resort import re- 
strictions, which fear are not over yet. Such does not augur favorably 
for the less-developed oil-short countries, including Argentina and Brazil, 
unless they address themselves their oil problems. The situation 
the less-developed countries serious; warrants sympathetic, earnest 
attention. 


Turning the industrialized countries, the influence Canada and 
the United States has increased, with their freedom from war ravages and 
their more rapid growth population, resources, and trade, compared 
with Western Europe. For population, the U.S. and Canadian per- 
centage rate increase over twice that Western Europe. trade, 
the decade 1928 1938, North America exported some 18%-20% the 
world’s exports, whereas 1956, even excluding special category products, 
exports had increased 23%; likewise for imports, North America’s share 
rose from some 14%-16% prewar, 19% 1956 the world’s export 
trade. corresponding basis, Western Europe’s exports dropped from 
43% 41% and their imports from 51% 45%. These figures show the 
shift. 

Though Western Europe has recently regained some its trade position 
previously lost the United States, particularly exports Latin America, 
its decline relative trading importance world scale has been great 
significance. Particularly such true the United Kingdom, whose pre- 
war exports were some 12% world exports but 1956 only 10% and 
whose imports correspondingly dropped from some 16%-18% prewar, down 
11% (of the world’s exports). This decline has had tremendous con- 
sequences for international finance and trade generally. When the United 
Kingdom led trade, which has long ranked high relation its GNP, 
was also substantial foreign investor. London was the world’s banker, 
and sterling financed well over half the world’s international trade. The 
United Kingdom and sterling were also highly sensitive international 
Today Western Europe’s, and particularly the United King- 
dom’s share the world’s GNP and trade has decreased compared pre- 
war, whereas that the United States and Canada, the dollar area, 
has increased. But United States’ exports plus imports are only some 
U.S. GNP, against over 30% correspondingly for the United 
Kingdom, trade less governing for the United States than for the United 
Kingdom; and the dollar, though stronger than sterling, less sensitive 
international 


Financial Statistics IMF, May 1958. 
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For these and other reasons, the United States and Canada, although 
taking laudable action injecting dollars into the world economy, have not, 
because this less sensitiveness, been able perform the integrating func- 
tion quite the same extent that sterling previously did. World finance and 
free marketing are the losers. The United and Canada have rec- 
ognized the need for action; with generosity unparalleled history, they 
have poured dollars into the world economy through aid, grants, and !oans 
promote the Free World economy and their own military, economic, and 
political security. These actions the United States and Canada, together 
with such trade liberalization has taken place here and abroad, have been 
tremendous assistance maintaining the dynamism our own and the 
Free World’s economy. The situation involves unusual degree 
vulnerability international finance our own exports and, properly 
improperly, the regard which are held abroad, this latter some- 
times depends upon the realizations of, disappointment to, the aspirations 
people abroad. The consequences this situation and our actions, taken 
against the four basic factors, have been both favorable and unfavorable, 
witness Mr. Nixon’s recent trip. Such vulnerability, though perhaps less, 
was means absent when sterling was king. The United States has 
felt that, divided world, with Communism antagonistic and predatory, 
our own advantage has been and served assisting other nations 
developing their economies increase their independence. But must 
not forget that the U.S. taxpayer, directly indirectly, “balance-of-pay- 
ments-wise” 1957 provided some unilateral military 
transfers, grants, government loans, and military expenditures abroad, 
some 25%-30% the 1957 gross dollar resources available the rest 
the world for all purposes, including the increase foreign-owned invest- 
ments the United States. Such amount channeled through the U.S. 
Government and dependent upon its policy and the taxpayer’s support 
not too healthy the long run. makes for economic and financial 
vulnerability, unstable equilibrium. think almost all this aggregate 
amount needed today’s world situation, but perhaps one-quarter 
one-third could wisely otherwise canalized. such extent, 
currently represents our national choice favor aid, loans and grants 
through government channels, preference increased imports, private 
investment abroad, and readjustment our agricultural policies involving 
subsidies and exports not requited dollars. 

Canalization this through government, with liquidation through taxes 
over the entire community, preferable doing nothing. But our alter- 
natives are not “government channels nothing”; and greater portion 
might properly undertaken other than government, would face 
our responsibilities citizens, taking more into account our export 
surplus and our national creditor position. Our record imports, tariffs, 
and trade has many cases been commendable; roughly 50% our total 
imports are currently duty-free, with duty the balance averaging only 
some 11%-12%. But foreign marketing want continue sell 
abroad anywhere near our present level, with our present creditor posi- 
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tion, must import more, invest more abroad, continue aid through 
government high level grants and loans, over and above our uni- 
lateral military transfers and foreign military expenditures. Each 
foreign marketing faces this situation. 


TRENDS 


Since World War II, intra-Western European trade has expanded more 
rapidly than Western Europe’s overseas trade. today, Western 
Europe reasonably self-sufficient capital goods and machinery, and 
its share the capital goods imported into the non-European primary 
exporting countries has been gaining, being now roughly comparable 
that the United States. This progressive gain may expected con- 
tinue somewhat further, accentuated dollar shortages and promoted 
development the European Common Market. hence anticipate, 
particularly there should recession Europe tending stimulate 
protectionist forces, (a) progressively greater difficulty selling American 
capital equipment and machinery Western Europe; (b) more competition 
from Western Europe third countries; and (c) greater European interest 
marketing the United States and Canada. 


For Americans take advantage this trend, investments 
undertakings would seem offer opportunity, the assumption 
European world war; but such investments may take “blue chip” 
play. Except for cyclical ups and downs, may expeci favorable 
Western European economic growth, with larger producing and distributing 
units, resulting their greater ability compete. And there should 
commercial penetration the Iron Curtain, Western Europe would 
preferred position benefit economically. Hence increase the 
trend towards greater economic integration Western Europe seems as- 
sured, with greater competition for those engaged foreign market- 
ing. 

Significantly within the last score years trade the SSS Bloc has 
grown some 10% total world Also internal integration with- 
the areas now comprising the SSS Bloc has proceeded greatly, with 
some 70% currently internal, and only 30% their trade being external 
the Prior World War the corresponding external trade 
exceeded 50%. Also before the war, such external trade was some 
total world trade; now only Here have autarchy policy, 
deliberate attempt specialization and interdependence within the Bloc, 
with apparently effort attain reduced dependence areas external 
the Bloc. Whereas the recent slackening growth the intra-satellite 
trade and the slight drop since the 1952-1954 peak the proportion 
trade internal the Bloc would seem indicate certain inadequacies 
specialization within the Bloc, the policy would appear still highly 
autarchical, spite Khrushchev’s June note and statements Russian 
leaders extolling the advantages East-West trade. This would seem 


Bloc trade 10% total world trade; see 1957 Economic 
Survey Europe, Ch. VI, 
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confirmed the communique their recent “Council for Mutual Aid,” 
stressing further specialization, presumably relieve shortages, lower 
costs, and maintain economic independence. However, the Bloc consti- 
tutes contiguous area, with roughly one-third the world’s population, 
with rate trade growth higher than world average, and with the USSR’s 
GNP expanding probably “half again double” our U.S. percentage rate, 
must not discount the Bloc’s ability compete trade with the rest 
the world. But let’s not mistake this competition for “change intent” 
the USSR’s part, for willingness their part promote trade for 
mutual commercial benefit. 


USSR TRADE EXPANSION 


The United Nations has estimated that, for the USSR and the European 
satellites, the 1970 population might reasonably some 31% excess 
that 1950;* whereas for the OEEC countries Western Europe 
the same years, population expected grow only some 10% 12%. 
And whereas 1956-1957 USSR’s school enrollment (at million) was far 
less than the United States’ (37.7 million), and whereas the United States 
presently graduates greater number students from higher educational 
institutions than does the USSR, nevertheless 1955-1956 the USSR grad- 
uated some 140,000 engineering and science, compared only 90,500 
the United States similar categories. Apparently the USSR, which de- 
fines communism “dialectical materialism,” takes higher technical educa- 
tion seriously; and their Sputniks and rapid development hydrogen bombs 
indicate that, where they have interest, they are capable high-quality 
scientific and technical accomplishment. other words, competitors should 
not underestimated. 


Over years ago Lenin stated: “As long capitalism and socialism 
exist cannot live peace; the end one the other will triumph— 
funeral dirges will sung over the Soviet Republic World 
And November 1957, said: “We declare war upon you the 
peaceful field trade. declare war will win over the United States. 
The threat the United States not ICBM, but field peaceful 
production. are relentless this and will prove the superiority our 

With the SSS Bloc’s increased strength, and its high propensity for 
creating mischief, must not neglect minimize this challenge. The 
prospects holocaust World War III should develop are terrible 
that neither the Russians nor the West, opinion, are likely resort 
knowingly such step except last resort. But the USSR could 
advance its own interests and further discommode through trade, they 
now have the strength and the technical competence with great 
mischief. They have offered market for Burmese rice, for Iceland’s fish, 
and for Egyptian cotton, well for various Finnish products. These 
give commercial entree. They have sold steel mill India and will train 
its staff. They have traded Uruguayan wool for petroleum products, ordered 
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copper from Chile, coffee from Colombia, and presumably have stepped 
their offers purchase meat, hides, and wool from Argentina, well 
install tin smelter for Bolivia, erect factories Ecuador, and have 
apparently offered oil and oil-making machinery Brazil exchange for 
cocoa, cotton, and coffee. addition, the USSR and China have offered ex- 
tensive aid the form credits the Middle East, South and South East 
Asia, more than have offered the corresponding areas. And whereas, 
particularly since the cancellation their credits Yugoslavia, one 
believes that the Russians are extending aid for altruistic purposes free 
from political objective, their actions represent threat all 
engaged free enterprise marketing abroad, well our nations. 
The USSR’s offers years credit, reportedly interest, 
are attractive recipient countries; and, frankly, Western private enterprise 
cannot afford compete such terms out its own resources. Some 
means must found where Western governments and private enterprise 
can work together meet this challenge, not with the idea meeting every 
offer and preventing any business the Russians Chinese this respect, 
but successfully protect our trading and investment position over-all and 
further our political and security objectives. Although would not expect 
the economic consequences such SSS Bloc commercial activities 
destructive, their objectives were not predatory, feel that must 
definitely envisage political, social, military, and other consequences such 
transactions, far beyond the commercial. And foreign marketing are 
directly involved this situation which must meet. 


WESTERN HEMISPHERE INTERDEPENDENCE 


Also see tendency toward integration trade within the Western 
Hemisphere. With the vulnerability communication lines during the war, 
and the rapid growth American investments oil, mining, and latterly 
manufacturing, outside the United States, there has been distinct trend 
toward Western Hemisphere interdependence. And though the percentage 
U.S. private foreign investments within the Western Hemisphere may 
today slightly less than was pre-World War II, the intra-Western 
Hemisphere commercial trade higher percentage the trade, excluding 
military shipments, the Western Hemisphere countries than was the case 
prior World War II. this connection, interesting note that 
two years, 1956 and 1957, American private investments abroad increased 
some billion per year. This assisted greatly U.S. trade, par- 
ticularly U.S. exports. And almost one-quarter value all U.S. im- 
ports now come from foreign operations representative American direct 
private investments abroad, many our investments likewise assist our 
imports. 

Competition foreign markets increasing; shortages the Free 
World are few; since th: reconstruction Western Europe and Japan, 
alternative availabilities are present. This competition has been sharpened 
the drop primary prices, which has adversely hit the primary export- 
ing countries, reducing their purchasing power, the full effect which 
has not yet been felt. Also the prices American products offered abroad 
are now more frequently underbid foreign ccmpetitors. must antici- 
pate even sharper competition. But private enterprise, assisted the 
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Export-Import and World Banks, should able readjust it—not, how- 
ever, painlessly. meet noneconomically inspired SSS Bloc competition 
directed political ends, however, private enterprise needs government 
support. Together should able meet it. 

Such the picture applicable foreign marketing today’s world. 
With the drop primary prices, which has temporarily improved the terms 
trade the industrial countries and hence postponed temporarily 
minimized recessions them, other than the United States, must 
anticipate reduced purchasing power the less-developed primary export- 
ing countries, with less resources, other than government loans and grants, 
available them for foreign purchases. must contemplate further 
pressures their currencies. Likewise trends toward specialization and 
integration within each the three major regions, namely, the Dollar Area, 
Western Europe, and the SSS will probably continue. 4nd even though 
talk about trade liberalization, intra-regional trade will probably 
maintained expand more readily than inter-regional trade, which latter 
more attention must devoted. addition sharper competition, com- 
mercially inspired, must also anticipate active competition the 
less-developed countries, from the Communists, with the risks political 
competition and possible reorientation captivation imaginations, which 
favorable trade penetration combined with dramatized technical advance— 
for example, Sputniks—may facilitate. 


PLANNING FOR THE FUTURE 


are correct our diagnosis basic factors influencing conditions, 
and our appraisal more nearly right than wrong, would anticipate 
period readjustment perhaps five years, 1956-1960, with repercus- 
sions foreign marketing operations. not mean that will have 
problems after 1960; but the problems primary product prices, balance-of- 
payments, readjustments American trade relation world trade, and 
various government and policy shifts will perhaps more acute this 
period. Those engaged foreign marketing will probably have “roll 
with the punches” frequently. meet this situation today’s world and 
plan for the future: 

First, our Congress, following the House action, should pass the Recip- 
rocal Trade Bill; with due allowance for rea] dangers, should live 
the spirit the bill. Let not advocate free trade, means under 
today’s conditions. But let define our security criteria, and beyond our 
real security not resort “protectionism” world where American 
stakes are more than commercial and leadership maintaining further 
liberalizing trade crying need. 

Second, let welcome the Administration’s billion increase 
resources the Export-Import Bank. Full advantage should taken 
this increase, financing the export goods and services. 

Third, must and support continuance for the near future 
military and economic aid, probably not too far from present levels. 
Alternatively face violent readjustments economically ourselves and dis- 
advantageous political reorientation the part our friends, 
which desirable. 

Fourth, must explore with our friends primary exporting countries 
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some method cushion the violence their economies and international 
confidences from extensive fluctuations prices and trade have 
witnessed, with such disastrous effects upon balance-of-payments and cur- 
rencies; and must prepared assist them reasonable degree, with 
minimum restrictions private enterprise. 


Fifth, our government and business must cooperate combat Commun- 
ist competition, not expecting thereby eliminate prevent its appear- 
ance, but keep within limits which, from our security and other stand- 
points, are tolerable. This may require government subsidy the differ- 
ential interest rates the extension credit specific propositions 
where, for other than strictly commercial reasons, the common good for 
the United States dictates action terms not justifiable for private enter- 
prize. 


Sixth, must give greater latitude making our trade and eco- 
nomic resources available for use fashion which might stimulate, within 
the SSS Bloc, hope the part those who may aspire less bond- 
age and who may possibly some time have opportunity lessen 
the bonds within the Bloc. doubt that Communism will collapse soon, even 
should endeavor embargo the SSS Bloc completely; let not 
adopt restrictive trade and diplomatic postures rebuff any possible 
overture hope the part people within the Bloc lessening their 
ties within the Bloc looking outside. 


Seventh, challenge our educational institutions such those 
within the halls which meet today, our foreign marketing men, 
well our government, should cultivate better sense perspective 
where Americans fit into the world picture. With less than 
the world’s population but 40% its economic output, with country un- 
ravaged war, with great natural resources, enterprise, and generous dis- 
position, prosperity, power and leadership have devolved upon us, prior. 
our political maturity international sense. But let not attribute 
our good fortune principally our virtue and hence adopt attitude 
too greatly emphasizing the advantages others being taught our way 
life, which their climate may not warrant. Let endeavor more 
understand the problems, aspirations, virtues, vices, capabilities, and limita- 
tions the other 93% the world, who have much teach us. Otherwise 
jeopardize the confidence our foreign friends—and want their 
friendship—in our patience, understanding, and wisdom lead outside the 
three-mile limit. Each foreign marketing ambassador this 
respect; and each can sincerely address ourselves somewhat more 
than have the advantage “learning” compared with “teaching.” 


With such general framework, with our resources and enterprise, but 
with sincere endeavor understand the other fellow’s point view and 
his problems, will weather the readjustment period and forward 
brighter long-term future foreign marketing. 
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OPPORTUNITIES THE UNITED STATES FOR 
FOREIGN CONSUMER GOODS 


Alan Russell* 


Alan Russell Marketing Research, Inc. 


With the current American recession, the problem imports and 
exports becomes even more pertinent than has been the recent past. 
large portion the American economy based upon foreign trade, with 
approximately $16 billion worth exports and $12 billion worth imports. 


There has been much talk America towards cutting back imports 
and replacing them with American products. The consequences this sort 
action its effect upon American exports and the possibilities 
other countries paying for these exports have been overlooked many 
quarters. 

However, the official American policy, expressed the Administra- 
tion and supported numerous segments the economy, for the exten- 
sion the reciprocal trade pacts and the stimulating both imports and 
exports. Assuming that the hysteria resulting from the current recession 
does not overturn American common sense, the long-term trend lowering 
duties, customs simplification and increased foreign trade, both export and 
import, will continue. 

naturally America’s self-interest see that exports and imports 
reach some sort balance. Otherwise sooner later this imbalance would 
result either drop exports and consequent loss foreign markets 
the American people the form foreign aid. 


The reason for bringing this general background that ex- 
tremely pertinent the problem marketing consumer products the 
American market. One the problems facing overseas manufacturers 
trying convince the American public that their products are not harming 
the American public but helping them. 


exporters and importers would realize that their problems are inter- 
related and would both work together, this would big help persuading 
the American public accept increased imports necessary corollary 
increased exports. 


Care must naturally taken the import field not affect 
American industry too violently. Various laws automatically bring action 
when the picture distorted beyond minor degree. However, with the 
size the American market these limits are fairly broad and there 
good American market for foreign goods and particularly consumer gocds 
the foreign manufacturers about marketing them properly. 


*Alan Russell has been head the Alan Russell Marketing Research 
firm since 1946 and President Marketing Research Trade Association. 
Formerly was Director Research for Samuel Gill, marketing re- 
search company, and Market Research Analyist for Andrew Nichols 
sociates, management engineers. holds degree from Harvard College 
and has taken graduate work Massachusetts Institute Technology. 


Let’s therefore get down the brass tacks how make sure 
overseas companies can market their goods the American market. The 
problem twofold: (1) getting into the market and (2) maintaining one’s 
market position. 


GETTING INTO THE MARKET 


common for foreign manufacturer supplier eye the Ameri- 
can market, talk export agent American importer, find 
apparently ready market, and immediately ahead without any regard 
how well the product fits the market and what the future may hold. 
though this may make for initial sale, almost invariably overlooks the 
total potential the market and overlooks the sales opportunities inherent 
the product that could reached through either product modification 
more efficient distribution practices. 


Let examine the factors that should taken into account entering 
the American market. 


Pricing. frequently possible get into the market distress- 
lot basis very limited margin basis. This, however, severely limits 
possibilities future expansion through more expensive distribution chan- 
nels. too low price may also result government interference through 
duties, quotas, other pressures correct this. Try find the proper 
price that will allow entry into the American market which not too low 
allow for the normal channels distribution necessary the product nor 
low cause injury American manufacturers. There quite fre- 
quently good market the high end the low end the price 
scale for imported goods. Note the success high-priced Japanese cameras! 


Choose the proper importer agent. Look see whether the 
person company wanting handle the item can give proper service and 
coverage. Although large number importers are concentrated the 
New York area, must remembered that America large country 
and that coverage other sections important. Locating strong nationai 
distributor versus local New York importer increased sales candy 
item 100% the first year. 


Choose the proper channels distribution. American goods flow 
through number different channels. important know what 
the normal flow the goods under consideration. For example, may 
possible make fair amount sales direct department stores 
chains. However, greater market may exist going through wholesalers 
other retailers and securing coverage total market. Some- 
times item may through hardware channels when would have 
better market going through household channels. The channels used 
for distribution can make major difference the marketing potential 
the product. novelty child’s slipper moved better shoe departments 
than children’s departments, while child’s cosmetic moved better chil- 
dren’s departments than cosmetics. 

Check American tastes and dangerous for foreign 
manufacturer feel that can market product regardless the Ameri- 
can taste. Frequently some changes his product may make much more 
acceptable larger market than the product originally planned. 
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French manufacturing group found large American market for 
their product when they substituted gearshift suitable American taste 
for their original “derailler.” 


Find out the customs duty the item. possible that chang- 
ing product slightly might come under different customs regulation 
and for lower duty than the product originally set up. For example, 
canned meat one chunk lower duty than when several chunks 
stew. 


Consider the quality the item. Quite frequently better 
bring higher-quality item higher price than bring out lower- 
quality item lower price. There are two aspects the imported item 
the American public’s mind. One the picture cheap foreign imports 
and the other high-quality high-style foreign imports. Quite frequent- 
ly, the item good quality, keeping the American market mind 
possible emphasize this quality through proper advertising, merchan- 
dising, and establish much more secure market than would the 
case the product were cheapened and brought cheap-quality item. 
Imported glassware good example. The premium-priced types ex- 
ceptionally well, even when compared with the low-priced 


Establish brand name. Merely bringing item into the American 
market without proper advertising sales support will quite frequently 
result sales. worthwhile see whether the item has sufficient 
possibilities afford American-type exploitation its name, reputation, 
quality, and on. From the long-range point view, item good 
and the brand name can established, effect, franchise for the product 
developed. Provision for this the selling price should made the 
item lends itself this possibility. The foreign cars are aware this and 
are doing considerable brand advertising. 

Consider the possibility group marketing. Sometimes group 
products can handled through the same channels and promoted 
cooperative basis which could not done for the individual companies 
themselves. This can establish some group identity and identification 
the product and tend towards long-range position the American market. 
Norwegian sardines fall this category with group marketing and adver- 
tising program. The Irish whiskey people are engaged some group adver- 
tising, although marketing and advertising each brand individually. 


Consider the product image the product and the country origin 
the American public’s mind. Certain countries automatically associ- 
ated with certain kinds products, for example, Irish linens, French per- 
fumes, etc. Those that are most easily marketed are those that fit into the 
product image the country. bad product image exists, this can 
corrected not only advertising and publicity but changing the type 
item offered. There are some inherent good points the product image 
almost every foreign country. utilizing these points intelligently better 
climate can created for the import. The successful efforts Italy 
the style field have shown proper imagination and drive making this 
country synonymous with style which previously had been mostly French 
specialty. 


Consider the direction and trends the American market. con- 


tracting market has less long-range prospects than expanding market. 
the other hand, market contracting but still appreciable, and 
American manufacturers are pulling out this market, foreign goods can 
sometimes fill this vacuum. Therefore, both the size and direction the 
market and the American manufacturers’ attitude towards the market should 
all considered. Handmade carpets are good example this. Only 
Puerto Rico has appreciable sales the United States; the rest the 
market predominantly foreign. 


Consider the American public’s knowledge brand product. 
Some overseas articles have already established brand name reputa- 
tion. these exist, they should exploited. With the current increase 
American travel, quite frequently the knowledge foreign brands 
products latent the American market and might easily developed. 
Dubonnet known and exploited domestically. French fashion and perfume 
houses—Chanel, Schiaparelli, other examples. Schweppes have 
been successful building less well-known brand name dominant 
position. 

Consider the possibility licensing. Sometimes American companies 
will take item and market it, paying fee royalty the overseas 
company. The drug and chemical firms are particularly active along this 
line. There are also examples this the liquor and fashion fields, with 
Scandale being successful example the latter. 

Consider the possibility branch factories. product can quite 
frequently manufactured here under the company’s own name, Carvan 
Toilet Water manufactured here, although the perfume imported. 

dealing with large number overseas companies and governments 
(working with French, English, Irish, Benelux, Scandinavian, and Japanese 
companies and/or governments), have developed fairly standard pro- 
cedure get background material together that foreign marketer can 
make the proper initial decisions his marketing possibilities America. 
may handy outline the form that use. gives answers the 
points covered above. 


This form specific areas for which brief summary given. 
These categories are follows: 


Commodity. 

Import duties and taxes. 

Import restrictions and quotas. 

Extent the market. 

Trends the market with particular reference domestic production 
and imports. 

Competition. What are the leading brands, again both domestic and im- 


ported. 
Market prices. 
Packaging practices. 
Labeling practices. 
10. Special requirements, any. 
11. Accepted styles. 
12. Normal methods distribution. 
18. Trade customs. 


agents common this field. 

15. Markups importers, distributors, jobbers, wholesalers, and retailers. 
16. Major buying seasons. 

17. Major selling seasons. 

18. Needs stocks, spares, and services. 

19. Credit practices. 

20. Freight-payment practices. 

21. Procedure for forwarding samples. 

22. Problems payment duty samples. 

23. Language requirements. 

24. Shipping and transport facilities available. 

25. Local formalities for clearance sampies. 

26. Local formalities for clearance goods. 

27. Advertising and publicity practices the field. 

28. General marketing and sales possibilities the item. 


This information can collected from government sources, trade as- 
sociations, trade papers, leading importers, wholesalers, retailers, distribu- 
tors, and consumers. Sometimes surveys, taste tests, and the like are needed, 
but frequently consultation with secondary sources all that necessary. 


MAINTAINING MARKET POSITION 
Finding the market and getting into is, however, only half the prob- 
lem. The market must developed long-range basis. The foreign 
commodity should able stay the American market. How 
about this? 


Examine the sales picture the item. Have sales lived expec- 
tations, are they increasing, are they spreading geographically, 
things are going smoothly, the long-term possibilities need examined. 
If, however, things are not going smoothly, re-examination should 
made. This should cover the areas outlined above the introduction the 
product. Particular care should taken determine whether the product 
right, the pricing right, the channels distribution are right, and 
that the product has the proper basic opportunities for sales. candle manu- 
facturer changing both the emphasis his line and his distribution 
changed very moderate sale strongly growing trend. 


Assuming that the product either can successfully marketed, 
consideration should given the effect increasing sales American 
competition and other foreign competition. establishing good distribution 
practices and strong trade relationships this competition may met. 
considering the public relations aspect may possible keep things 
under sufficient control not bring complaints from American manu- 
facturers for tariff, quota restrictions, etc. creating strong brand name 
and strong trade relations may possible meet the severe competition 
likely result from successful product. Fashion items, perfumes, are 
probably good examples this type operation. Foreign cars are follow- 
ing this practice. 


Considerations might made the long-range possibilities, 
complete product acceptance secured. Sometimes the establishment 
American subsidiary may order. other cases the licensing 


American company carry the product necessary. Schweppes prob- 
ably good example taking imported product and converting 
domestically produced one. Guiness Stout, the other hand, example 
product that did well imported but failed domestically. The difference 
these two beverages use and meaning probably suggests the reason. 


Strong consideration should given for following American market- 
ing practices through the use advertising and promotion. Being com- 
petition with the American companies inevitably forces the importer 
adopt American practices become major factor the market. 
Automobiles again provide the best-known example. 


not afraid the American market. The American companies 
have grown big through aggressive marketing, lack fear competition, 
and offering superior products reasonable price. one goes the 
basis fearing major competitor, either another foreign company 
domestic one, one can lose the advantage being perhaps first the mar- 
ket having achieved certain degree consumer acceptance for the item. 
Again the style and perfume companies lead the way here. Scotch whiskey 
and French brandy have managed survive against attempted American 
competition. 

summarize this section, once you are the American market the 
problem continue the market, keep developing better products 
and better ways selling your products, decide meet the competition 
comes up, and keep thinking ahead the future possibilities the 
brand. 


CASE HISTORIES 


far all this has been generalities. Let’s take some 
tories from those indicated above show what very simple and 
dramatic example concerns French bicycles. Some years ago, although 
few were exported America, they were negligible factor the market. 
was desired increase exports. The French companies already the 
market apparently did not have the proper formula for expanded sales. 


undertook general background study such outlined above find 
out what the market for imported bicycles was, major competition, consumer 
needs, best channels distribution, and the like. was found that French 
bicycles were generally acceptable the American market. French 
bicycles had somewhat reputation the field racing bicycles. How- 
ever, one factor was holding back their sales. The American public assumed 
that French bicycles had gearshifts and they expected the British-type gear- 
shift. The French had different type, unknown and distrusted the 
American consumer. equipping the French bicycles with the English- 
type gearshifts this factor was overcome and marketable product resulted. 


The next problem was distribution. The French companies had distributed 
directly several small volume importers who had limiteu facilities. The 
market for these bicycles was fairly widespread. was apparent that 
major distributor was needed with facilities for servicing the bicycles 
throughout the country. major distributor was located who took the 
modified line. result steps sales went from practically 
nothing several million the next several years. 
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Let’s shift another item, this time marmalade. Here English 
company, fairly successful the home market, decided that would sell 
some its production the American market. sent over shipment 
marmalade tin cans, through export agent, and found sales. 
examination the problem showed that the major obstacle sales was the 
packaging. The American market has not accepted marmalade tin cans. 
The American public buys marmalade out jars. 


This was not the whole story, however. check had made 
see whether the item was acceptable, whether was priced competitively, 
whether met American taste, etc. was found that the marmalade itself 
was good and could priced properly but that with the strong competition 
already well-known imported and domestic brand names there was not 
particulary large market through normal channels. However, due its 
good quality and its cost being competitive other foreign marmalades, 
had possibilities private label. Talks were held with some leading 
grocery chains and private brand operation was worked out. The ship- 
ment tins was sent back England where was marketed. new ship- 
ment was sent over under the private label and marketed successfully here. 


Considerable cost, time, and effort could have been saved the manu- 
facturer had found out first what his problems were rather than shipping 
the tins over and taking loss, However, did show the wisdom when 
his product did not sell finding out why rather than abandoning the prod- 
uct the American market. 

final example, let’s take the problem Irish whiskey. Here 
have product which has been the American market for long time 
and yet comparatively minor factor the American market. Studies 
showed excellent distribution but very low consumer demand. They also 
showed two problems: 


bad consumer image. People had the feeling that Irish whiskey was 
strong and raw and not particularly associated with the finer things 
life. This naturally contrast with the facts since Irish whiskey 
quality product both age and ingredient basis. 


The other problem was taste. The taste most the Irish whiskies 
available the American market, although appealing certain seg- 
ment the market, was heavier than the average American taste. The 
American taste has been definitely the lighter side (note for example 
the popularity vodka which has practically taste). 


With these problems facing them, the distillers took definite steps. 
For the product image problem, emphasis was placed upon the quality 
Irish whiskey. new drink, Irish coffee, which trust number you 
people have tried, was promoted (particularly connection with better 
bars and restaurants, notably the West Coast). The efforts improve 
the product image Irish whiskey and promote the new drink were 
supported consumer advertising more coordinated basis than former- 
ly. addition, the Irish whiskey importers continued and increased their 
advertising appropriation and the Irish distillers formed ven- 
ture promote Irish whiskey sales. This advertising and other special 
promotions were not only get the name Irish whiskey across, but 
get across the quality aspects Irish whiskey and make the product image 
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completely acceptable one. 


reference the taste problem, new blended Irish whiskey was 
put the market that was lighter taste and close the American pal- 
ate uneducated the flavor Irish whiskey. This achieved wide distribu- 
tion and gave the American public the opportunity become familiar with 
Irish whiskey form that was closer their taste than the traditional 
whiskies. These efforts are continuing and are resulting gradual in- 
creases sales. 


could with many other examples, drawn from our company 
experience and from the experience others, but these should indicate some 
approaches that have been made marketing consumer goods America. 
Time too brief for more than the cursory run through that have given 
you. However, believe the points made how get into the market 
and stay the market are fairly clear. Probably all you have heard 
hoth success and failure stories that can re-emphasize the point have made. 
Remember there American market for foreign consumer goods, but 
you have find and fight for it. The advice have given may help you 
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FOREIGN COMPETITION AMERICAN 
INDUSTRIAL MARKETS 


Stuart Mandell* 


Lowell Technological Institute 


Have American industrial producers lost the ability compete effect- 
ively? Most American businessmen consider, with reverence, the idea 
competition. They know that this nation achieved its present eminent eco- 
nomic position because the competitive urge. given the chance, the 
American industrialist would throw verbal haymaker anyone who ac- 
cused him being against competition. you were inquire the aver- 
age businessman what his views competition were, would probably 
reply somewhat follows: “While competition healthy and should 
maintained this country, there are extenuating circumstances which make 
unworkable industry.” You must understand that this 
list speaking but businessman who thinks favor competition. 
His the typical case which the businessman thinks needs protection 
against the foreign competition that seems threaten his very existence. 


The American industrial structure has grown fat and lazy since the end 
World War seller’s market home and abroad has allowed the 
businessman neglect some the realities economic life. With 
unprecedented demand based the need for almost complete replacement 
existing plants and equipment and the requirements for the extraor- 
dinary growth which has taken place since the end the war, most in- 
dustrial manufacturers have shown constantly growing sales and profits 
the last decade. Little attention was paid competition, either foreign 
domestic. Apparently there was enough business for all and more. 

Then, the third quarter 1957, noticeable slackening demand 
became evident. Quite suddenly business became very tight. What was the 
Who was blame? The easiest place put the blame was 
our foreign competitors. series questions began manifested 
the lips domestic industrial producers. Who let these upstarts get foot- 
hold our sacred preserve? Didn’t these foreigners know that their exports 
were supposed restricted raw materials? After all, hadn’t ex- 
tended ourselves for them via the Marshall Plan and Point IV? The final 
blow fell with the request the Administration for five-year extension 
the Reciprocal Trade Agreements Program, extension that would also 
provide for additional tariff cuts. was bad enough that rates were down 
10% 15% valorum basis; now they would probably disappear 


appropriate this point explain what mean competition. 
important that so, for precisely this type competition that 


*Stuart Mandell Acting Head the Social Science Department the 
Lowe!l Technological institute. Mr. Mandell has been member the 
faculty Syracuse University and the University Michigan. has also 
been associated with Stein, Hall Co., Inc., and has been consultant for the 
Engel Industries. Mr. Mandell has from Brooklyn College and 


face from our foreign competitors. type quite different from that 
which currently being practiced many American corporate giants. 


The definition competition that should like employ the one 
developed Vernon Mund his book, Government and Business. 
defines effective competition including “(a) independent rivalry price 
among numerous sellers; and (b) the freedom and capability others 
enter the market whenever producers for any considerable period maintain 
margin between price and cost which more than enough afford 
moderate profit.” 


Effective competition may occur when there are only few sellers 
industry, but more likely occur when they are numerous. When 
sellers are few, there great likelihood that parallel action prices will 
result. the capital goods industries this country, all manufactur- 
ing sectors, the tendency for oligopolistic industry structures exist: 
that is, the concentration ratios are high. not uncommon find fewer 
than six firms dominating the market. Under such conditions firms tend 
compete basis other than price. considered quite normal for the 
largest most aggressive firm set its prices and for its rivals set 
their own prices direct conformity. Once the pattern 
established, so-called competition then allowed develop, This ensuing 
competition based such nonprice factors product differentiation, 
strength advertising appeals, reciprocity, and forth. example the 
excessive spread between cost and price can shown reference 
quotation from article Henry Ford II. wrote: “Recently, for exam- 
ple, foreign manufacturer, after paying 45% import duty, underbid two 
American firms substantially more than 25% Army 
subsequent bids, the Americans, oddly enough, were able come down 
almost 50%. That brought them just within the 25% Buy American mar- 


This reference serves show that American firms can compete 
price when they have to. However, such cases are not common among do- 
mestic manufacturers. Instead, American firms, when controlling significant 
market shares, that price cuts could ruinous. Understanding this, 
the firms tend consider prices fixed. Alternatively, the price level 
rigged some economic indicator like the Cost Living Index and 
allowed fluctuate with it. The term “mutual dependence recognized,” 
term first used Professor Edward Chamberlin Harvard University, 
best describes the existence industries which few firms control the 
market. Under such situation each large firm realizes that its competitors 
can meet any price structure can create. Therefore all firms tend sit 
tight waiting for one the others make the first move. Because many 
the industrial markets this country are this nature, they are vulner- 
able foreign price competition. 

The foreign manufacturer, observing opening one our markets 
because high prices caused the rigid oligopolistic price structure, 
quick seize the opportunity break into the lush United States market. 
Our domestic producers are loath break down the elaborately contrived 


Ford II, The Free World Can’t Trade One Way Street (Detroit, 
Ford Motor Company, 1953), 17. 
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price structure and, instead competing, seek help from the Tariff Com- 
mission through peril-point and escape-clause provisions, Their objective 
not compete price with foreign intruders but rather freeze them out 
the market resorting prohibitive tariff barrier. 


Our domestic concerns are quite capable competing with other domes- 
tic producers because they literally and figuratively speak the same lan- 
guage, that is, nonprice competition. The only time they feel the dimly 
remembered fervor price competition when foreign firm enters the 
market place. 

most likely that many you have been nurtured the abundant 
pleas the protectionists against cheap foreign labor, for the need 
tariffs, for the need keep American industry strong against 
any eventuality. Most economists that are not retained protectionist 
lobby groups agree, however, that these arguments are largely unsound, 
not duty intention this time undertake the task showing 
the inconsistencies protectionist arguments. This has been done many 
times over. Instead going directly the heart the matter with the 
statement that ever begin compete price basis again will 
never have hide behind tariff wall. 

The answer foreign competition your industries contained two 
old-fashioned American words: price competition. All other things being 
equal, every foreign producer has the disadvantage higher transportation 
costs and communication delays selling the United States market. Ap- 
parently has two strikes against him from the start. only takes 
little sharpened pencil refiguring your pricing schedules slip the third 
strike him. 

can imagine some you saying yourselves and neighbors that 
wrong, that other things are not equal. For example, commonly said 
that foreign wage rates are lower. That true; they are lower. But luckily 
the wage level not the only cost factor determining price. the 
United States, the use more efficient machinery and artificial power 
permits considerable savings labor. With regard wage and cost differ- 
entials, the Public Advisory Board for Mutual Security has said: “The excep- 
tional productivity American industry means, fact, that wage costs per 
unit output manufacturing are generally lower the United States 
than abroad.’” 


Some others you might thinking that foreign competitors hurt 
because they are small and because they easily adapt business changes. 
Smallness can and often does mean less efficiency. Generally speaking, the 
firms the United States having the most fear from foreign competition 
are those employing large quantities hand labor. These laborers must 
paid high wages because alternative work opportunities more fortun- 
ately situated domestic industries. The firms which serve the industrial 
market not commonly face this problem. 

Finally, there are those you who claim that the Marshall Plan give- 
aways have come home haunt us. had not provided friendly nations 


Public Advisory Board for Mutual Security, Trade and Tariff 
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with dollars, they would not able compete with today. Foreign trade 
two-way street. President Eisenhower stated the matter appropriately 
speech given New Orleans few years ago. said: “By making 
possible for our friends sell their products us, thus once help 
them strong and enable them earn the dollars which they can, 
turn, help our economy healthy and progressive.” would rather have 
little healthy competition and half the world our friends than captive 
American market and isolation. 


studying the statistical evidence industrial production, exports, 
and imports this country for the last decade, struck the regularity 
the proportions these indices when compared year-by-year basis. 
For example, 1954 production machinery and equipment this country 
totaled approximately $20 billion. this amount, $2,847 million was ex- 
ported (about 15% the total). Imports machinery and equipment, 
the other hand, totaled only $240 million, little over our produc- 
tion and equal about 10% our exports. This experience was repeated, 
almost uniformly, all the years observed. Several years ago one 
our leading electrical machinery manufacturers complained the govern- 
ment that had lost some $7,000,000 government contracts foreign 
competition and was seeking some kind help meeting the situation. 
They neglected show that the same period the company had sold some 
$110,000,000 exports. How well advised, then, were the company’s ef- 
forts throttle trade even from the company’s own point view? 


The relationship between exports and imports, averaging about 
has been very consistent. While the dollar amount imports has increased 
absolutely, the proportions have not changed. thus readily apparent 
from these facts that the anguished cries for protection are from some mis- 
guided people who want eat their cake and have too. 


stop foreign competition our American marketplace, can 
only expect retaliatory action from nations consider allies. Are going 
jeopardize 15% our production eliminate our 
Foreign trade has been called the “balance wheel American prosperity.” 
the present time, the truth this statement should self-evident. 
How much more serious would our present recession our foreign mark- 
ets had not held well they have? 

Evidence has shown that when foreign competition develops markets 
that were previously supplied solely domestic producers, the ultimate 
result that consumers have pay less for those goods. This reasoning 
can also applied the industrial market. Thus, the effect raised 
standards living both the importing and exporting nations. ac- 
tually trade most with those nations the world that are most like us; 
that is, those nations whose standards living are closest ours. more 
nations begin develop competitive industries, the result will greater 
trade and mutual benefits. will mean that some our industries which 
longer have absolute comparative advantage will decline, but 
will also mean that, those industries where are able maintain 
economic advantage, healthy economic growth will continue. 


Let’s return initial question: “Has American industry forgotten 
how compete effectively?” should like offer, these closing re- 


marks, some simple statements competitive action, which, followed, 
should lead healthy reorientation our thinking. These suggestions 
are made terms large-scale corporate operations, since would 
naive expect return the concept pure competition utilized the 
theoretical economists which there are many small firms. 


First, greater efficiency must sought from large-scale management. 
Experts must employed each area operation. Junior executives 
should nurtured and utilized wide range that fresh 
young blood always available keep the firm from developing hardening 
the management arteries. 


Second, large concerns should utilize their size finance research and 
development work, that while competitive nations are learning today’s 
techniques your firm already installing tomorrow’s. Technological ad- 
vancement the key American progress. Large firms have obligation 
lead the way sponsoring both applied and basic research. Developments 
should made available favorable license terms that competition 
encouraged. The fencing patent advances leads monopoly and stag- 
nation. 

Third, large size makes possible for firms diversify their operations 
that all the eggs are not one basket. The experience gained from oper- 
ations several fields leads protection against obsolescence all the 
firm’s products once. Diversification can also provide management with 
the necessary breadth experience which may required time na- 
tional emergency. 

Finally, the soundest suggestion that can offer producers the 
industrial market achieve the quickest and most direct path the solu- 
tion the problem foreign competition the American market is: Re- 
turn price competition! 


OPPORTUNITIES ABROAD FOR 
CONSUMER GOODS 


George Adamson* 


Dun Bradstreet, Inc. 


told that all you are experts but that most you are not 
experts exports. Accordingly, not going attempt expertize 
this subject but rather try give you some idea the size the 
overseas market for American consumer goods and some pointers getting 
into it. 


SIZE MARKET 

First, let take look the size the market for American con- 
sumer goods, how big and what the products are. interesting 
point that figures the exports American consumer goods are not found 
easily because the statistics prepared the Department Commerce 
not separate consumer-use products from industrial-use products ingredi- 
ents. many cases these are intermingled and the end use obscure. 
However, the figures will give you are taken from Report 410 published 
the Foreign Trade Division the Bureau Census, U.S. Department 
Commerce, and have been separated end use order provide fairly 
accurate base determining the size and makeup the export market 
American consumer products. 


Overseas shipment consumer goods big business, amounting 
$4.1 billion 1957, more than one dollar out exports. the 
2,800 tabulated export categories, consumer products accounted for 796, 
more than 25%. 

terms products, our overseas customers placed the accent es- 
The purchase food products came $2.1 billion slightly over 
one-half the total spent for all consumer goods. More than $800 million 
was spent for household items, such heating systems, airconditioners, 
refrigerators, sewing machines, and radio sets, well assortment 
appliances and gadgets that are familiar almost any American home. 

third place the direct overseas sale passenger vehicles, touching 
the half-billion dollar level. Almost two-thirds the outlays were for 
automobiles, proving that consumers overseas are just interested our 
“oversized” Fords, Chevrolets, Plymouths, and Buicks are their 
diminutive Porsches, Volkswagens, Renaults, and Triumphs, And while car 
purchases may have utilitarian overtones, interesting find that buyers 
overseas are also susceptible spending their hard-earned exchange dollars 


*George Adamson became General Manager the International Divi- 
sion Dun Bradstreet, Inc. October 1954. Mr. Adamson has been with 
Dun Bradstreet since 1938, when was credit reporter the Washing- 
ton, C., branch. Subsequently was appointed the sales department 
and 1941 became sales manager. 1950, was transferred the Rio 
Janeiro office manager. was appointed Director for Latin America 
1953. Mr. Adamson received his B.S. from Iowa State College and his M.A. 
from George Washington University. 
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for such carefree items pleasure watercraft and outboard motors, the 
tune $14.6 million. fourth position were the direct sales packaged 
products the drug, pharmaceutical, cosmetic, and chemical industries. 


Clothing, including handbags, gloves, luggage, and costume jewelry, 
accounted for more than $150 million. Eighty-seven million dollars were 
spent fabricated materials for houses and $74 million for the export 
cigarettes and smokers’ supplies. 


But direct exports ave only part the huge volume commodities 
and products that flow abroad converted into products whet and 
satisfy consumer needs overseas. Many items, semi-processed stage, 
are exported U.S. branch plants well nationally owned companies 
for conversion, with without local additives, into finished consumer pro- 
ducts bearing American brand names. For purposes this study these bulk 
shipments cannot tallied consumer products per se; but necessary 
ingredients overseas manufacturing processes they are substantial fac- 
tor evaluating the potential for consumer products. These bulk shipments 
are particularly heavy the drug and chemical field, the textile group, the 
vehicles category, and its house construction area. These statistics are 
contained Report 410, Parts and II, published monthly and annually 
the Foreign Trade Division, Bureau Census, U.S. Department Com- 
merce. 

The 1957 annual figures validate the fact that consumer exports are big 
business. But what about 1958 trends? far this year over-all exports 
have dipped 19% and will probably decline further before they bottom out. 
Interestingly enough some fragmentary reports indicate continued improve- 
ment sales so-called luxury lines. One prominent manufacturing com- 
pany says its sales sets are over last year; another company 
the cosmetic field expanding its overseas operations because the height- 
ened consumer acceptance. But these are the exceptions. Both the estab- 
lished exporter and the newcomer will probably face some tightening the 
markets abroad the months ahead. This will put dampener the plans 
some companies looking for short-term speculation overseas markets 
tide them over the lean period existing domestic sales. But for man- 
agement interested the long-range aspects overseas markets, this 
the time for exploration and experimentation. 


PROBLEMS AND PROSPECTS 


What some the problems, some the prospects? Let’s look the 
problems first: 


(1) Markets heavily dependent world exports extractive and agri- 
cultural products are suffering from diminished sales and prices. And be- 
cause they earn less dollars and other foreign exchange, necessity, they 
have cut back imports both essential and nonessential products 
keep their international trade from getting too far out balance. 


(2) Markets heavily dependent upon world imports raw materials 
feed expanded industrial complex are running out cash and credit; 
therefore cutbacks output loom ahead and may cause temporary economic 
dislocation. 


(3) Common Markets mergers are growing popularity, but the cur- 


rent questions raised France conjunction with its immediate participa- 
tion the European Common Market program complicate the immediate- 
term plans for American companies active this zone. 


(4) Soviet aspirations world markets, presently involving only few 
commodities, especially aluminum, are mild their current impact but 
are alarming their long-term implications. period thin markets 
and high commodity inventories the temptation swing into the Soviet 
trade orbit, whatever the long-range involvements, will tough resist 
for many countries whose commodities are presently going begging world 
markets. 


These problems, for the most part, spell out the possible solutions for 
management. 


(1) Paucity dollar exchange abroad encouraging many U.S. com- 
panies consider licensing arrangements and branch affiliated installa- 
tions. 


(2) When markets are too shallow support new industrial units there 
spreading tendency provide their requirements from overseas areas 
which U.S. companies have branch, licensee, affiliate companies which 
can compete exchangewise and pricewise against both foreign and locally 
produced goods. 


(3) Common Market programs are still unknown equation terms 
practical results, but the potential dimensions these mass markets are 
stimulating reappraisal overseas possibilities for many products and 
services which until now were not viable because tight economic bound- 
aries. 


(4) Competition the economic sphere with the Soviet bloc may even- 
tually affect some traditional trade patterns. Since aggressive competition 
the mainspring American industry and commerce, the experience 
American management this area produce effective solutions new 
problems arising from the advent the Soviet the race for world mark- 
ets. 


This admixture statistical values and topical trends necessary 
all marketing calculations. the final analysis these yield least basic 
information pinpointing the markets and the products that are susceptible 
development. more pragmatic approach also possible through the use 
certain services maintained under the aegis the U.S. Government. 


FOREIGN INQUIRIES 


First all consider the U.S. Department Commerce publica- 
tion, Foreign Commerce Weekly, which features scores inquiries received 
from firms all over the world that wish buy from, sell to, and de- 
velop agency connections with U.S. companies. While the ebb and flow 
these inquiries cannot considered tight index insofar potentials are 
concerned, they indicate the areas and the products which there cur- 
rent interest. Curiously enough, the face declining exports, the in- 
quiries have remained about the same level based upon sample taken 
from the first four months issues Foreign Commerce Weekly. the 1957 
issues total 182 consumer product inquiries were listed; the 1958 
issues the number was about the same, 185. But some interesting shifts took 
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place the geographic origin the inquiries 1958 compared with 
1957: 
Inquiries from the Middle East decreased 60%. 
Inquiries from Canada decreased 50% and from the Far 
East 25%. 
European inquiries remained about the same. 


But inquiries from Africa increased 100% and from South 
America 200%. 


Specifically here are some highlights: 


(1) doubling inquiries from the British West Indies, new com- 
mon market. 


(2) fivefold increase inquiries from Venezuela despite its political 
troubles and the decline oil dollar earnings. 


doubling inquiries from Italy, partner the European Com- 
mon Market, while most other European countries showed little change 
inquiries. From the standpoint volume, Germany continued express 
greatest interest our products but showed little change 1958 over 1957. 

(4) fourfold increase inquiries from Iraq and, contrariwise, 
plummeting inquiries from Saudi Arabia from down 

(5) following political fractures, inquiries from Morocco and 
Algeria disappeared. But the Belgian Congo, Rhodesia and Nyasaland, and 
the Union South Africa doubled trebled their inquiries. 


(6) Most significant changes the Far occurred New Zealand, 
where inquiries dropped from Pakistan, where they increased 
sevenfold; and Thailand, which doubled its inquiries. 


When comes the products themselves there has been significant 
change. But important emphasize that more than half the total in- 
quiries received were concerned with household equipment and supplies, with 
the accent the supplies themselves rather than the equipment. 


Since these represent inquiries from cross section all kinds and 
sizes foreign business, the inflow new business leads worth constant 
review, not much statistical index but rather guide specific 
sales opportunities. 


Another source potential business contacts has been developed 
the Trade Missions program the Office International Trade Fairs, 
division the U.S. Department Commerce. something like three and 
half years these Trade Mission teams, working liaison with the U.S. 
Government, have sponsored trade fairs abroad and have brought light 
some 4,000 business possibilities abroad for all kinds products. The in- 
quiries were varied product and purpose and probably contained 
many requests sell foreign goods and equipment buy the “Made 
U.S.A.” variety, but there doubt that the Trade Fair—Trade Mission 
program has resulted increased two-way trade. 


DEMAND FOR PRODUCTS 
There doubt but what there very substantial market overseas 
for finished American consumer goods. But growing far more rapidly be- 
cause trade restrictions existing the world today the marketing 


products manufactured abroad U.S. owned licensed plants. Let con- 
sider some the steps which might taken manufacturer con- 
sumer goods determining how best get into the export field. 


Certainly the first step market analysis designed determine the 
demand for your product group products specific market 
specific retail price. 

Demand for product foreign country does not necessarily follow 
the consumer demand the United States for the same product. Differ- 
ences climate, religion, customs, and purchasing power all have their 
effect changing consumer demand. For instance, U.S. manufacturer 
women’s girdles and other undergarments visit Rio for the purpose 
determining the demand for his products first thought that had 
found gold mine. the city, the suburbs, and the beaches saw 
many extremely attractive women, none whom, very obviously, wore 
girdles. became very enthusiastic thinking this one city Brazil with 
total population over 2,500,000 and adult female population well 
over million, none whom wore girdles. Before very long started in- 
quiring why this phenomenon existed. soon discovered that due 
the climate and local customs this market would extremely difficult 
penetrate and would certainly protested the entire male popuiation. 


the other hand high percentage large population may evidence 
the desire purchase given product without having the necessary pur- 
chasing power turn the desire into effective demand. many the large 
markets the world moderately priced item this country retailed 
the same price, without any additional markup, becomes luxury item be- 
cause the lower standard living, thus contracting rapidly the size 
the market potential. 


Too much importance cannot placed accurately determining the 
price which product can sold within given country. addition 
shipping expenses and normal duties, which increase the cost, attention has 
given the effect quotas, exchange regulations, and restrictive 
duties. Such restrictions can effectively close price out market direct 
export. 


Other factors affecting cost are the existing competition, the terms 
sale customary the market, the means distribution, and general credit 
conditions. All these points will help determine whether there export 
market for your products and will lead answers how best about 
it. You will know whether feasible export directly from the United 
States whether will desirable consider local manufacture. the 
number markets considered large, all probability both will have 
considered. 


METHODS MARKETING ABROAD 

this point many companies will want consider the use combina- 
tion export manager. This will particularly true small organizations 
which not wish take the expense full-fledged depart- 
ment and may well appeal large companies well. defined the U.S. 
Department Commerce: “The combination export manager usually lo- 
cated the port shipment and handles the entire export function for 
number allied but noncompeting manufacturers. selects foreign agents 
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circularizes dealers abroad the name his principals; consummates 
sales; attends billing, financing, and shipping details; and general per- 
forms the functions export department, except that handles 
fee and commission basis the business number manufacturers who 
not care operate separate export department. usually assumes 
credit 

There are over 400 such organizations the United States, many 
whom have years experience and can perform invaluable service. The 
use combination export manager may present permanent solution 
your problem. However, the potential proves large, the establish- 
ment your own export department and other alternatives will want 
considered. This will include direct selling; use manufacturers’ agents, 
local resident agents, local distributors; establishment foreign sales 
branches, manufacturing plants, and licensing arrangements. the size 
the international operations increases, likely that the export department 
will changed international division separate subsidiary com- 
pany. 

Companies long the export field have usually started their foreign 
operations exporting directly from the United States. markets devel- 
oped they have organized foreign sales branches, then branch distributor- 
ships, and finally set their own foreign manufacturing plants out 
profits earned within the country. However, trade and exchange restric- 
tions have multiplied, longer profitable consider the export 
many products some the largest markets. This being the case the man- 
ufacturer must either arrange for local manufacture stay out the mar- 
ket. then has the choice of: (1) establishing his own branch subsidiary 
manufacturing plant, (2) organizing joint venture enterprise with the par- 
ticipation local capital, licensing the manufacture his product. 

Each choice has its advantages. However, the capital required 
establish subsidiary branch manufacturing operation considered 
too large too risky, should not assumed that the organization 
joint-venture undertaking licensing arrangement necessarily 
easy solution the problem. 

Local capital frequently very difficult find, especially those 
underdeveloped countries where the profit margins are the highest, and 
difficult control when found. Licensing arrangements which would include 
technical assistance and know-how contracts well contracts giving the 
exclusive right manufacture over the life patent can death traps 
unless carefully planned. Licensing arrangements, nonetheless, have many 
advantages properly conceived. 

There doubt that there are many opportunities for the marketing 
American consumer goods overseas and that many companies can 
represent sound method increasing corporate profits, properly plan- 
ned long-term and permanent part the company’s activities. 

well-established export department, international division, com- 
pany will make possible establish and hold many important markets 
overseas for your products, can prove hedge against decreased activ- 
ity the United States, and can greatly broaden the vision the manage- 
ment personnel they come into contact with different problems, different 
peoples, and different languages. 


WHAT STUDY BEFORE ENTERING THE 


FOREIGN MARKET 
Victor Buell* 


The Hoover Company 


Until recently foreign business for many U.S. companies has represented 
such small share total income that has received little attention from 
top management. Foreign operations were usually handled the export 
manager, second- third-level position. foreign operations have in- 
creased size, the former export department many companies has grown 
the status integrated division subsidiary. Titles such vice 
president president for international operations are becoming common 


the size the foreign operation job increases, and more invested 
capital required, becomes more important that decisions foreign 
problems based market facts and objective analyses. The opinion 
the foreign sales manager sales agent longer sufficient basis 
for decisions involving sizable capital expenditures and long-term growth 
Therefore, top managements and foreign operations executives 
are turning marketing research for help much they did earlier for their 
domestic operations. 


But who this research? Most U.S. marketing men have had 
little foreign marketing experience. And much the experience 
gained date has been largely analyses sales and published market and 
economic data rather than firsthand research the markets. Companies will 
not find much help going sales personnel their foreign operations 
departments. While these men may have excellent firsthand experience, 
they rarely have the training, aptitude, inclination for marketing re- 
search. This means many cases that the domestic marketing research 
department will called supply the research supply the person- 
nel form international research department. 


The adjustment from domestic foreign marketing studies not 
great might seem. For one thing, the principles are the same. Secondly, 
there are experienced international research companies set assist the 
American researcher. And thirdly, less sophisticated research than are 
accustomed the United States often sufficient for making sound 
marketing decisions. 


EXPERIENCE THE HOOVER COMPANY 


company has successfully faced the problem researching foreign 
markets with men previously experienced primarily domestic marketing. 


Although The Hoover Company built its first factory outside the United 


*Victor Buell Manager the Marketing Division The Hoover Com- 
pany. his present position, Mr. Buell assists management product and 
market planning for the company’s domestic and overseas operations. 
also Director the American Marketing Association and former Chairman 
the Association’s Company Membership Committee. Prior joining The 
Hoover Company, Mr. Buell was consultant domestic and foreign mar- 
keting problems with McKinsey Company. 
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States nearly years ago and sells its products over 100 countries, 
did not begin formal research its foreign markets until recent years. But 
the investment required build increase production facilities 
country, even step marketing activities, grew substantial pro- 
portions, management recognized that decisions should made nothing 
less than the most complete facts-and analyses available. 


When the Hoover marketing division was called conduct foreign 
marketing study, reasoned that sound principles research must apply 
anywhere the world. Therefore, the job was broken down into five basic 
elements: (1) defining the problem, (2) deciding what information would 
needed answer the problem, (3) determining where and how obtain the 
facts, (4) getting the facts, (5) analyzing the findings and determining the 
answer (or alternative answers) the problem. This morning will tell 
you how have applied these steps studies number foreign 
countries. 


DEFINING THE PROBLEM AND ESTABLISHING OBJECTIVES 

The problem can usually defined somewhat follows: “X” coun- 
try good country for Hoover investment? What products should the com- 
pany make? What volume and profit can expect? Will return invest- 
ment and profits retained meet company standards? 

The marketing study cannot answer the total question. Other studies 
must answer production, cost, personnel, legal, and similar aspects. The 
marketing study, however, must determine what products can sold, 
what quantity, what their design should be, how they must priced and 
distributed, and how much volume can expected. 

The objectives the marketing study, therefore, usually are deter- 
mine: 

five- ten-year forecast total industry sales for each product 

under consideration. 

Characteristics products now the market. 

Characteristics the market. 

Number and strength competitors and the degree competition. 


Standards design, performance, and price that Hoover products 
must meet compete successfully. 


Methods distribution required. 
Expenditures necessary distribute, sell, and promote successfully. 


Share industry sales Hoover can expect; hence, what income 
can obtain. 


Before going into detailed study foreign country, broad review 
the total problem made based information obtained from foreign 
subsidiaries, banks, and published data. the broad analysis er.couraging, 
detailed study the market planned. The marketing study made 
before studies such manufacturing costs and facilities requirements 
because provides the information the potential sales that can 
expected, what products should manufactured, and what product design 
should be. Such information the basis for facilities, cost, and profit 
studies. 
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INFORMATION NEEDED ANSWER THE PROBLEM 


Once the broad problem and broad objectives the study have been de- 
fined, the next step determine the specific information needed answer 
the objectives. Typically these break down follows: 


Economy Country 
important know the general economic climate which the com- 
pany would operate. Therefore, trends and rate change are sought for: 


Population. 
National income and principal sources thereof. 


Income per capita and per family (and the percentage falling into 
different income groups). 


Average wage. 

Retail sales. 

Gross national product. 

Electrical output. 

Value manufacturing and its relative importance the economy 
the country. 

Value currency and its relation personal income. 

10. imports, exports, and their value. 

11. Climate and topography and their effects upon economic and popu- 
lation growth and dispersion. 

Population and per-capita, per-family, income are particuarly im- 

portant estimating product potential. relating these data the mini- 


mum income families must have afford the company’s products, basis 
for determining broad potential established. 


one recent experience, the income level families purchasing 
appliance was found 50% lower than that estimated local sales per- 
sonnel. This factual information was learned from inspection consumer 
time-payment contracts held dealers. revealed that the potential num- 
ber customers for the product was nearly three times what had been 
thought local subsidiary personnel. 


Industry Data 

Next, the size and trends the electrical industry are determined from 
information such as: 

Value electrical industry imports, production, and exports. 

Value (and units) appliance industry imports, production, and ex- 

ports. 

Percentage families owning the more common electrical appliances. 

Percentage homes wired for electricity. 

Characteristics electrical current. 


From this information can determined the country’s stage develop- 
ment home appliances and how well equipped utilize electric ap- 
pliances. 
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Product Data 
For the products under study need know: 


Consumption (production plus imports less exports) year for the 
past five years for products type and price range. 


Trends imports vs. local production. 
Percentage families owning the product. 
Desire own and intention buy the product. 


Potential customer groups, where located, and proportion popula- 
tion they represent. 


Who makes and influences the decision buy. 


What persuasive approaches are best calculated influence prospects 
buy. 


Frequency purchase. 
Seasonal buying patterns. 


From this information, plus the income and population data, can de- 
termined the total size the market for the product, the trend sales, and 
the extent demand, both actual and potential. 


Emphasis placed throughout the study obtaining product data 
broken down type and price. experience will illustrate the importance 
developing this type information. 


preliminary study one the company’s subsidiaries had shown 
sizeable and healthy growth pattern vacuum cleaners European 
country. The information was encouraging that manufacturing facili- 
ties and cost study was carried out. Before making final decision, how- 
ever, top management believed more specific market information should 

Therefore, the parent organization arranged for its own study, which 
confirmed that the vacuum cleaner industry volume was sizable and growing. 
However, this study also showed that the great majority industry sales 
were light, inexpensive cleaner type the company was not prepared 
manufacture. Furthermore, consumers were well satisfied with this type 
cleaner and their buying intentions indicated they intended continue 
purchasing this type. 


Industry sales the quality type cleaner manufactured Hoover 
also were growing, but far more slowly than the inexpensive type. The study 
indicated that Hoover would have capture 50% the existing market for 
its type product reach break-even volume. other well-established 
companies were already producing this country, did not seem reasonable 
that Hoover could capture one-half this market without excessive sales 
and promotion expenditures. decision based the original general indus- 
try information could have proved very costly. 


Competitive Situation 


important understand the competitive climate which the com- 
pany will operate: 


Companies manufacturing importing—their number, names, rela- 
tive strengths, and breadth product lines. 


Brands offered and approximate share market accounted for 
each; trends competitors’ share market. 


Types offered each brand and their price ranges. 

Consumer preferences brand, type, and price. 

Trend share market principal product types and price range. 

Quality, performance, and design competitive products. 

Appropriateness design for the market. 

Prevailing trade discounts wholesale and retail levels. Advertising 
and other allowances given, any. 

Price structure retail level. manufacturers establish recom- 

mend retail prices and are they maintained law custom? 

retail discounting practiced; so, what degree? 


10. What companies have the best and poorest relations with distribution 
channels and why? 


From this information can determined how difficult may 
break into the market, whether the company’s product design and prices 
would competitive, what discount structure needed, and weaknesses 
competitors upon which the company could capitalize. 

Appropriateness product design should not overlooked U.S. 
company entering foreign market. Quite naturally, the tendency Ameri- 
can exporters ship abroad current obsolete models from their U.S. 
production lines. But these are often inappropriate terms the customs, 
housing characteristics, and economic circumstances consumers many 
foreign countries. example the big, expensive American washing ma- 
chine with its many complex features and its requirements for built-in 
plumbing and high voltage rates. This type washer the pride and joy 
the American housewife, yet holds little interest for the housewife 
many countries where her need for simple, basic, compact, inexpensive 
machine which requires plumbing attachments and which will operate 
poor electrical current. 

When company exporting, may have choice but sell the 
products coming off its U.S. production lines. But there excuse for 
blindly copying U.S. models local foreign manufacture contemplated. 


Channels Distribution 

company should know the customary channels distribution used for 

its kind product and their degree efficiency. For example: 

What are the normal channels, that is, manufacturer-wholesaler-re- 
tailer-consumer, some combination thereof? Which are used 
our major competitors 

Are door-to-door salesmen used manufacturers retailers, and 
what extent? 

Types wholesalers and retailers that stock the product and relative 
importance each type. 

Approximate number wholesale and retail available 
principal markets; approximate proportions large, medium, and 
smal] outlets. 
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Selling, promotion, service, and stocking functions performed 
wholesalers and retailers; functions that must supplemented 
manufacturer, any. 


Transportation facilities available for reaching key markets. 
Warehousing facilities available. 


From this information can determine what channels distribution are 
available and which are best for us. 


Competitors’ Sales Organizations 
Next want know something about our competitors’ selling meth- 
ods: 
Type sales force used major competitors, that is, company men 
manufacturers’ representatives. 
Size and caliber major competitors’ sales forces. 
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Functions performed these sales forces wholesale and/or retail 
level and frequency contact. 

Prevailing amounts and type compensation, including door-to-door 

commission structure, applicable. 


From the experience competitors, well the information chan- 
nels distribution, can determine the type and size sales force 
would need and how should apportioned among the various marketing 
areas; can also determine where might capitalize competitors’ 
weak points. 


Advertising and Promotion 

The type and extent advertising that will required and estimated 
costs are determined from examination competitors’ practices, media 
available prevailing rates, and estimate what will required 
establish the company’s product. 


Repair and Maintenance Service 

Repair and maintenance service essential appliance distribution. 
order provide competitive superior service facilities, 
methods must studied. Consumers and trade channels’ satisfaction with 
present practices should learned. 


Credit 

Credit important factor appliance sales most countries. 
Terms are often far more liberal than the United States. Furthermore, 
shortages capital within the country usually mean the U.S. manufacturer 
must plan tie substantial capital sums for financing purposes. There- 
fore, studying foreign market necessary determine the prevailing 
credit terms from manufacturer wholesaler consumer, the extent 
which consumer credit used, restrictions credit, and availability and 
cost local capital for credit purposes. 


Sociological Factors 
Sociological factors are those points which not fall other cate- 
gories, but which may all important determining product sales poten- 


tial. The list for checking cannot always predetermined; therefore, the 
researcher must alert discover anything that may affect the demand 
for appliances, such as: 

there general recognition the benefits labor-saving home 
appliances and desire own? 

domestic help cheaper than, and considered better than, electric 
appliances? What the trend cost and availability domestic 
help? 

Are home wiring and plumbing generally adequate for appliances 

What the effect decorating and maintenance customs product 
demand? For example, extent rug use affects the need for 
vacuum 


WHERE AND HOW OBTAIN INFORMATION 


Once the problem has been defined and information needed has been 
determined, decision must made where and how obtain the 
facts. There are two general sources: U.S. sources and sources the for- 
eign country itself. 


Sources 


While U.S. sources provide general marketing informtation country, 
the most significant information learned only within the country under 
study. Useful U.S. sources are the Department Commerce, United Na- 
tions Statistical Office, commercial banks, the World Bank, foreign trade 
publications, and export associations. 


The National Industrial Conference Board’s report, entitled 
ing Foreign Markets,” valuable guide. The Walter Thompson Com- 
pany’s publications, “The Latin American Markets” and “The Western Euro- 
pean Markets,” provide convenient summaries published market and 
nomic data Latin America and Europe. The Office European Economic 
Cooperation, with office Washington, C., has voluminous economic 
statistics European countries. 


Foreign Sources 
Foreign sources usually fall into the following categories: 
Government departments. 
Embassies and consulates. 


Industry trade associations and chambers commerce. 
Customs brokers. 


Public utilities. 

Banks 

Publications. 

Advertising agencies. 

Manufacturers and importers. 

10. Wholesalers, retailers, and sales agents. 

11. Consumers. 

All sources not need checked all countries. For example, 


learn the trend product sales type and price range one could: 


Check government and trade association sources for statistical data 
covering the past five years. 


Interview sample manufacturers, wholesalers, and retailers for 
their experience and opinions. 


Interview sample consumers learn their purchases year 

over five-year period and their buying intentions. 

Data from various government sources many countries must 
checked and interpreted carefully. Not all countries have the same high 
standards collection and preparation data the United States, al- 
though some the more advanced countries have excellent data. any 
case, checks with the trade and with consumers can used verify the 
statistical data, 


GETTING THE FACTS 
How does one about getting the information he’s decided needs 
answer the problems? There are two sources personnel for running 
down the facts: (1) company personnel agents the company, and (2) 
private organizations specializing foreign research. There are ad- 
vantages and disadvantages using both groups: 


Company Personnel 
The advantage using company personnel agents that they are 
most familiar with the products and policies the company. the other 
hand, there are several disadvantages: 
Good market research takes time; company personnel agents 
the company with other responsibilities are hard put find the 
hours thorough research. 
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American-based personnel may not have sufficiently intimate know- 
ledge variety countries able find the best sources 
information, understand the shortcomings the data, nor under- 
stand peculiarities research techniques each country. 

Locally based company personnel agents may not trained, ob- 
jective reporters. They may have personal stake the decisions 
made which could unconsciously influence their findings. 


Private Research Organizations 
The disadvantage using the private research organization that 
cannot familiar with the company’s products, policies, and nuances 
the problem are company personnel, But there are several advantages 
using the private research organizations: 
objective; has personal stake the outcome the re- 
search. 
has firsthand knowledge the country under study. 
has experience with the research techniques required and with 
sources information and their reliability. 
devotes its full time the project, saves the time company per- 
sonnel, and completes the study shorter time. 


The Hoover Company uses combination both approaches. The assign- 
ment usually given research firm. company marketing analyst also 
makes brief first hand study the foreign country. Exposure company 
marketing personnel provides background and lessens the danger unreal- 
istic “stateside” analysis. 


ANALYSIS FINDINGS 


The final step the marketing study the analysis findings and 
reaching conclusions and recommendations. the study was well planned 
and executed, conclusions usually become clearly evident from analysis 
the findings. 


Hoover requires the independent research organization submit 
analysis its findings with conclusions terms the objectives the 
study. The company marketing division makes its own independent analysis 
the findings against its background experience with marketing condi- 
tions the United States and other countries and based its own studies 
the country question. final report, prepared the marketing divi- 
sion, based its own findings, those the research organization, and 
the opinions subsidiary personnel with experience the country under 
study. With this type information, company management can make decis- 
sions with greater confidence than when experience, judgment, and the ad- 
vice foreign personnel were the only bases for decision making. 


earlier studies, foreign subsidiary personnel were not brought into 
the planning phase. Consequently, they were prone criticize, particularly 
findings did not support their own recommendations. Subsidiary personnel 
now participate the establishment objectives, determination informa- 
tion sought, and the approach the fact finding. result, they 
have confidence the study and tend accept the findings. 


SUMMARY 
The need for foreign market research gaining recognition overseas 
volume U.S. companies grows, foreign marketing becomes more com- 
petitive, and conditions require more investment capital foreign 
production facilities. 


The Hoover Company uses its research solve product and marketing 
problems its domestic and overseas operations. This company believes 
even more important make use this management tool attacking 
foreign problems since the foreign situation parent company executives 
have less firsthand knowledge and experience which base their judg- 
ment; consequently, they feel even more the need for facts developed ob- 
jective research. 

Hoover has found that foreign markets lend themselves research 
readily domestic markets. Although each country presents different con- 
ditions, they lend themselves standard research techniques variations 
thereof. The company found further that the cost developing facts 
foreign markets small relation the importance the decisions 
made. 


Like good U.S. market research, foreign market research requires care- 
ful planning. Results are better than the plans, Plans are improved 
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the assistance research agencies and foreign subsidiary personnel in- 
vited. 

Research and itself will solve few problems. substitute 
for management experience and judgment nor for the competent organiza- 
tion that must put decisions into effect. But decisions based objective in- 
formation are likely better than those based solely judgment and 
the advice foreign personnel. The risks capital losses from poor de- 
cisions and the opportunities for profit from good decisions are too great 
warrant anything less than the best management techniques that can 
applied those decisions 
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STUDIES THE MARKETING 
PRODUCTS 


INTERNATIONAL TRADE 


DIFFICULTIES AND DIFFERENCES 
MARKETING ABROAD 
James Delafield* 
General Foods Corporation 


Just few months ago West Germany carried out corporate as- 
signment very much concerned with marketing abroad. found extraor- 
dinarily interesting well exceedingly The assignment was 
specifically the interests General Foods, course; but since in- 
volved marketing principles that have broad applications, seems 
that review experience might welcome. One other reflection 
encourages think so. While gratifying profit from one’s own 
mistakes, and General Foods have had that opportunity abroad, 
still more gratifying profit from the other fellow’s. For you today, 
represent the other fellow. 

Most General Foods’ difficulties West Germany came from not 
knowing much might have known about how business done there; 
short, from not understanding foreign principles marketing, especially 
where they differ from our own. assignment was identify the diffi- 
culties and suggest correction. 


shall talk about approach the problem, but not imply that 
mine was the best the only approach. hope, however, that the study 
made the considerations involved, and the technique followed de- 
veloping marketing knowledge, may prove helpful others faced with 
similar problem. 

put comments frame reference, should like state that 
marketing the sum total the effort necessary move goods from 
the factory door through consumption the consumer. Obviously, the def- 
inition broad, but its breadth tends keep the mind open. And should 
like give what are, opinion, the principal considerations 
marketing problem. These include basic knowledge of: 

(1) The general background the business involved, whether 

coffee, desserts, line refrigerators. 

(2) The general methods and particular problems distribution that 

(3) The legal aspects its sales and distribution procedures, and 
understanding its trade practices with particular attention 
margins and pricing. 

(4) The need for the product service. the product 
something for which there basic justification, either terms 
the service performs meeting basic economic need 


(5) The advertising and promotion possibilities the product 


*James Delafield Vice President General Foods Corporation 
charge sales and customer services. also Chairman General 
Foods’ national sales policy committee. Previously was Sales and Ad- 
vertising Manager the Maxwell House division General Foods and 
was Marketing Manager the Birds Eye division. 
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marketed. This subject would, necessity, include knowledge 
the characteristics and buying habits the consumers the prod- 
uct. 


sure obvious all the marketing experts here that this 
not complete list considerations, but think you will agree that they 
are important. must knowledgeable each these fields and under- 
stand their interrelations proper marketing decisions are made. 


Because found such great differences West Germany from much 
that are used marketing, shall discuss assignment terms 
these differences. stress differences because question differ- 
ence, not question “good” “bad” better worse. West Germany 
is, you all know, one the most advanced countries Europe. 


West Germany General Foods finds itself faced with difficult 
sales problem. Specifically, the sale our soluble coffee not ex- 
pectations. Our marketing the same product the United States has 
been extraordinarily successful. believed that had but apply our 
American management skills and marketing know-how obtain large 
share the West German market. That proved not so. But where was 
the 

Going back the principal considerations marketing problem, let 
look first the coffee business Germany. Before World War II, the 
per capita coffee consumption Germany was close the highest the 
world. still high. Compared with Americans, German consumers are 
more sophisticated their taste and much more knowledgeable about coffee 
characteristics. The price coffee very high American standards, 
chiefly because taxes. terms American dollars, sells somewhere 
the region $2.50 pound. terms man-hours necessary earn 
dollar equivalents, the price something over $5. Obviously, even general 
terms, the coffee business Germany and the coffee business America 
differ widely. 

more particular terms, recent study West German consumption 
habits seems show that the coffee business there about where was 
the United States years ago. that time, America, coffee buying 
began switch over from loose beans packaged beans packaged ready- 
ground coffees, and finally vacuum grinds. West Germany, today, the 
switch-over just beginning. 

There still virtually packaged ready-ground coffee, but packaged 
beans have gained 70% the market against 65% year Loose 
coffee has dropped from 29% 23%. Nevertheless, while the sale loose 
coffee dropping, and with the importance the coffee specialty shops, 
virtually every little store still carries roasted coffee baskets the win- 
dow, with description the country origin and the price. short, the 
German housewife loves develop her own blend coffee; the American 
housewife, the whole, has fixed her preference branded blends. That 
difference between the markets crucial importance. 


now turn the methods and problems distribution which, course, 
involve not just coffee but the entire grocery business. Here, too, terms 
development, West Germany seems approximately years behind 


our own grocery business. There are approximately 200,000 retail food 
stores West Germany today and approximately 9,000 wholesale grocers. 
relate these figures comparable figures for the United States, the 
distribution pattern reveals startling difference. For the benefit the 
few who not know, there are approximately 350,000 retail stores the 
United States and only about 3,500 wholesalers, including chain warehouses. 
The significant difference the number wholesalers retailers, one 
wholesaler for every retailers West Germany against one whole- 
saler for every thousand retailers here. Furthermore, the average grocery 
retailer West Germany much smaller than the United States. 


There are real reasons for the difference, although should add that 
there are forces work change West Germany’s old-fashioned, high- 
cost distribution system. But there are also strong forces work retard 
the change. Chief among the forces favor developing low-cost distribu- 
tion are: first, number wholesalers have already consolidated and, for 
obvious reasons, more consolidation can expected; second, the cooperative 
movement among retailers seems growing strength; third, the 
chain-store idea shows modest growth; and fourth, about 3,000 self-service 
stores are already existence West Germany today. estimated that 
such stores are increasing the rate about month. They are, how- 
ever, what America would call superettes. There only one store 
all West Germany that would recognize true supermarket. Never- 
theless, does seem probable that the appeal self-service, variety, and 
one-stop shopping will, over period, get broad recognition. 

think perfectly safe say that the change will come about slowly. 
For one reason, the cost capital extremely high West Germany, 
not difficult understand West German businessman’s reluctance 
engage heavy borrowing program for change and expansion when even 
top credit risks must pay 10% 12% for the use money. 


There also the German character, must recognized, basic 
resistance change. This characteristic true housewives their 
shopping habits true businessmen their way doing business. 


Perhaps even more important the existence West Germany true 
price control. The appeal low prices, major force the growth low- 
cost distribution the United States, has virtually been eliminated 
force for growth West Germany. illustration the rigidity this 
phase German marketing, was interesting discover that 
law the maximum price cut wholesale cannot exceed the manu- 
facturer’s suggested selling price. Equally startling the fact that price 
control well adhered that manufacturer may safely advertise the 
retail price which his product will available the public, because, 
again law, the retailer’s price cut the consumer cannot exceed 3%. 
Having been deeply engaged the pyrotechnics American food market- 
ing, where have one free with one and half-price sales, below-cost sales, 
couponing, sampling, and other persuasive methods mass marketing, 
could scarcely believe the evidence. What different world! 


Let now turn that most fundamental consideration marketing: 
Does the product service offered truly meet consumer want need 
does just seek share existing market with one brand rather than 
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another? terms our product, soluble coffee, getting answer that 
question meant taking thorough look-see how the German housewife 
buys coffee and makes coffee and how and when she drinks coffee. The 
look-see was revealing. 


marketing soluble coffee home had given consumers not only 
great convenience contrasted with their normal way brewing coffee 
but had also given them added economy. The economy came about primarily 
because with modern technology possible for our processing equipment 
extract more soluble solids from roasted coffee than housewife can ex- 
tract with percolator. 


The German housewife, however, does not follow American methods 
making coffee. Traditionally, she grinds the bean very fine, much finer than 
our pulverized grind. She then pours boiling water the grind and allows 
the coffee steep and steep and steep. result, she gets approximately 
cups brewed coffee from each pound beans. The American figure 
would approximately 50. The implications this difference are, 
sure, already clear you terms price. 


difference, too. When advertise “simply pour boiling water the cof- 
fee,” imply that this great convenience. That true America, 
but the German housewife doesn’t see the implication. That’s what she’s 
been doing for years. 


Recognizing these two differences, were faced with the inescapable 
truth that our product West Germany probably was not appealing 
mass market, and had thought ourselves mass marketers 
mass market. Rather, were relatively high-priced specialty busi- 
ness. sure everyone versed marketing can appreciate the full impli- 
cations this observation. 


The next consideration which gave our attention was the compet- 
itive situation. Since successful marketing matter both strategy and 
tactics, knowledge the strengths and weaknesses competitors 
essential. Being first-time visitor Germany and wholly unfamiliar with 
the German coffee trade, seemed field trip pretty major pro- 
portions was indicated. believed essential talk with wholesalers, 
retailers, chain-store operators—to visit warehouses, call retail stores, 
meet with cooperatives, consult with the secretaries the various 
grocers’ associations. 


experience with all these knowledgeable people was both rewarding 
and somewhat discouraging. was rewarding the sense that the trip 
reemphasized for that tackling marketing problem there sub- 
stitute for talking with the people whose business for 365 days year 
find out why products sell not sell, why some products receive all 
kinds cooperation and enthusiasm, and why others are treated with 
shrug. There are always reasons. findings were discouraging that 
our competition, the opinion the trade, turned out thoroughly 
entrenched and thoroughly respected. short, had crusher job 
do. 


The field trip also gave opportunity take careful stock 
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consumers’ shopping habits West Germany. Again the experience was 
eyeopener. shop for week end, the average German housewife must 
visit the chocolate store, dairy store, meat market, fish market, the dry 
grocery store, the green grocery store, the coffee market, the bakery, 
and maybe couple other specialty shops. can almost hear Ameri- 
can housewife’s gasp dismay. But German housewife, this way 
life she truly enjoys. 


Almost everyone the principal West German cities lives what 
would call flats small apartments. The average housewife does not 
have storage room refrigerators, let alone frozen-food compartment, 
and she literally shops from meal meal. After breakfast, she sallies 
forth visit the stores, chats with everyone, and buys her supplies for 
lunch. Her shopping basket about the size the American housewife’s 
handbag, but plenty big enough nold the one onion, two carrots, one- 
quarter pound butter, one-quarter pound meat, etc., which represent 
the morning purchases for lunch. After lunch she goes out again, spending 
hours the stores shopping for supper and, course, again meeting her 
friends. 


Such shopping habits had great implications for us. And they will not 
subject quick easy change. change may come, course, 
more women are drawn into the West German labor force. But while 
trend certainly observable that direction, don’t believe has much 
significance yet for mass market considerations. For the forseeable 
future, the implication was clear that our product—a new product— had 
given broad distribution, broad that would readily available 
all times and all kinds and classes little shops. major problem! And 
also meant that had reconsider our advertising and promotion plans. 


put advertising and promotion together because our American 
scheme they together fact; and under promotion include coupon- 
ing, sampling, and all such related activities. Here, price controls, 
German law favors the “haves” and makes difficult for the “have-nots.” 
For example, the sampling new improved product, know 
sampling the United States, extremely difficult Germany. The law 
prohibits giving away more product than necessary for one use 
one person. our case meant could distribute only little envelope 
coffee, enough make one cup. For tobacco company, would mean 
that could offer one, and only one, cigarette. The difficulties familiar- 
izing people with new improved product are readily apparent. But 
give away enough product for more than one use held constitute 
interference with orderly marketing, and West German practice orderly 
marketing means established purchase habits. 


those established habits also brought home that some- 
thing new Germany doesn’t necessarily make desirable. This far 
ery from the U.S.A. where whole advertising campaigns are built around 
the simple statement, “It’s New!” Germany, the fact that product 
new may make suspect. There little inclination buy and try, little 
curiosity explore everything new and everything different which 
paramount trait that most peculiar, that most difficult understand, 
that most delightful species, the American housewife. 
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Perhaps hardly need add, after describing the German housewife’s 
shopping habits, that window display much more important Germany 
than America. Moreover, there only one commercial television 
station West Germany, and not many commercial radio stations. Adver- 
tising both confined one hour the evening. Obviously, much 
American marketing and promotion know-how has little opportunity 
express itself. 


Certainly our advertising problems West Germany made clear 
that, when marketing foreign country, essential have true 
understanding the history, culture, characteristics, and nature the 
country and its people. And found that difficult not impossible 
for transplanted personnel gain all the knowledge necessary, and gain 
quickly enough, make them competent any particu- 
lar country well the national that country. 


hope that what have said will not any sense taken implying 
that marketing abroad game not worth the candle. feel that much 
time and patience are required gain the necessary information and in- 
sights. Since the fast tempo American business possibly unique, 
believe must learn pace ourselves differently abroad, not only 
actions but plans. Nevertheless, believe that approach marketing 
abroad with understanding and appreciation its problems, can 
interesting, rewarding, and successful business experience. 


CONQUERING THE FOREIGN MARKET 
Mark Rivinus, Jr.* 
Smith, Kline French Overseas Company 


The title assigned talk, “Conquering the Foreign Market,” 
brazen title. Ways Make Nickel Abroad” might more modest 
and accurate. 


When myself, listener meetings like this, most enjoy case 
histories and real-life stories, rather than platitudes and commandments. 
shall slant own talk that way, hoping will greater interest 
you. 

First, some background about company. Smith, Kline French Lab- 
oratories Philadelphia corporation dating back 1841. For all our 
corporate life have been primarily engaged pharmaceutical business 
one way another. Our gross sales 1957 were $115,489,000. are 
one the top ten pharmaceutical manufacturers the United States and, 
believe, among the top the world, from viewpoint sales. 


Today the United States all the products our industry are adver- 
tised doctors only and sold the public usually prescription. For this 
reason, few people outside the trade medical profession know our 
range activities products. Medical research our lifeblood, and prod- 
uct obsolescence quick. 


Because the human body subject the same diseases more less 
everywhere the world, the pharmaceutical business has products uni- 
versal interest. American pharmaceutical and medical research good 
that any other country and more plentiful, have constant 
flow new products sell both the United States and internationally. 


What about our international business? Smith, Kline French has had 
foreign market for its products since the early 1920’s, and started 
systematic sales effort the late 1920’s. know this phase only second- 
hand stories, but worth examining, for pattern for all beginners. 

First, top-level man became interested. feel this pretty important 
because unless top brass interested the international business and be- 
lieves its profitability, you can greatly handicap your effort. The inter- 
national market cannot considered occasional dumping ground for 
excess production. Nor can you sell successfully abroad when domestic 
needs and requirements automatically come first. 


Second, sought help and advice. lot this came from grand old 
man the U.S. Department Commerce named Tom Delahanty. Delahanty 
knew lot facts, but his common sense was more valuable. suggested 
that pick out one country where had reason believe our products 
might sell. told study that market best could from Philadel- 


Mark Rivinus, Jr., President Smith, Kline French Overseas 
Company. also Vice President and Director Smith, Kline French 
Laboratories, the parent company. Before joining Smith, Kline French, 
Mr. Rivinus worked for the Pennsylvania Railroad and the Penn Mutual 
Life Insurance Company. Mr. Rivinus studied Heidelberg College 
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phia and then visit and make our plans—but one market time. this 
sounds corny you, let also promise you makes sense. pretty 
sure some companies have observed were getting many 
countries because they never concentrated one and did good job. 


Finally, get each country its own budget and break-even program 
and stick it. hard admit that under certain circumstances you 
cannot make profit some countries; but fact, and you must 
believe when the figures say so. 


Take our experience Chile. sold there, using manufacturing 
distributor, for years. was tough market because its exchange 
problems, and never had product that sold well that also could 
imported freely. might explain that this makes difference. you ship 
product from the United States for $10 unit and devaluation occurs 
the local currency, you still get your $10. Your profit margin unaffected 
dollars, but the price your product Chile increases the exact ratio 
the devaluation. you manufacture locally, your profit local cur- 
rency. devaluation, hard raise your prices the full amount 
devaluation, and usually local laws prevent this without The 
business continues but much less profitable basis. 


But get back Chile. Over years, our sales added little 
over million dollars. Our profit these sales, best could calculate 
it, was plus minus two three thousand dollars. could see pros- 
pect within three years improving this picture. Our administrative effort 
could lessened only putting Chile different business basis. So, 
sadly but firmly, offered our Chilean business our distributor 
royalty basis. accepted. From then on, the decisions and the advertising 
expenses were his. were able cut back our effort this market 
greatly. royalties hold up, will show small profit and, far 
are concerned, the market will inactive one until have the products 


METHODS DOING BUSINESS FOREIGN COUNTRIES 


What particular setup should you use any given country? When 
you have talked enough people and visited any particular foreign market, 
you will see that there are many ways doing business. You must choose 
the one that best suits your manpower, your product, local conditions, and 
the amount risk you wish take. 


France, very difficult for foreign drug companies business 
because special laws applying the pill business. There, have three 
licensees who pretty well for us. License business largely out our 
control. noteworthy that these three licensees the greatest product 
success came from the smallest company, run born salesman. were 
afraid his credit from the start, but played square with us. finally 
had sell out, but still get lovely royalties from the company that bought 
him out. one his sales our product were going well that 
unexpectedly ran out stock. get supplies one critical chemical 
compound which only manufacture, sent two secretaries from his 
Paris office, unannounced, our London factory, where their strange mis- 
sion and lack English caused much commotion till got the real story 
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phone from Paris. The two ladies flew back the same day, with bags 
the precious powder their suitcases, and probably saved their boss weeks 
worry over import licenses and other details. 

many countries have manufacturing distributors. These com- 
panies warehouse our consigned products and raw materials for our account. 
They use our capital buy product components our specs locally. They 
manufacture our standards. approve analyses before products are 
released for sale. decide the amounts and methods advertising 
used, and most the risks the business are ours. 


These distributors provide manpower, buildings, and equipment and 
take local credit risk. For this, they get small profit for manufacturing 
and commission sales, which their mainstay. One weakness (and 
maybe are fortunate) this system that trade relations are our 
distributor’s hands and suffer benefit from his actions. Once, dis- 
covered that our Mexican distributor was demanding cash delivery for 
our products. This was contrary our Sales were poor. Worse 
still, had only recently talked into extending his own payment terms 
days. was making our business suffer get two months 
worth our cash play with. 10% interest market, this game you 
must constantly look out for. 

With growth, natural inclination have our own sales force. 
Country country, are gradually employing and training our own 
staff medical visitors—detailmen. sales forces are problem the 
United States, they are more outside it. You cannot run such opera- 
tion from the United States. You must—we have learned the hard way— 
put well-trained, trustworthy man charge and let him have his head. 
Cheap men don’t pay off, and inadequately trained, untested supervisors are 
great extravagence. 

When our sales force has improved sales, there almost always 
cross-over point for each country where may cheaper for assume 
our own manufacture and distribution. far, have reached this point 
Canada, Mexico, England, Australia, and South Africa. Our own com- 
plete organization country means security supply and flexibility. 
means better organization than can ever expect distributor 
have for us. means thorough local knowledge our products, which 
important scientific business. 

Under our own branch subsidiary, find that (1) sales increase 
faster, (2) percentage profit sales greater, (3) but fixed asset 
capital needed, that (4) return capital declines. not worry 
about this lower return capital because comes from owning our own 
building instead of, speak, renting the distributor’s. course, such 
return must fall within acceptable limits, and must have the cash. 
These rules have caused trouble far. 

What about your domestic methods? Are they applicable abroad? That 
you must decide. The odds are your favor that your system will work. 

the time first started selling abroad, all our distributors told 
that the only way sell doctors was personal visit, form advertising 
known our business “detailing.” SKF had made success the U.S.A. 
direct mail alone, the heavy balanced sending samples and medical 


literature mail the doctor. Naturally, our skills were adapted this 
method, and knew how use best. Our advertising material was all 
designed for this purpose. started direct-mail advertising the 
foreign doctor. 


Direct-mail advertising requires that least two things exist sup- 
port it. You must have accurate mailing list, and the postal system must 
reasonably efficient and honest. places like Cuba and Venezuela, 
have checked the best mailing list doctors can obtain and found 
least 20% inaccurate. top this, many Latin American countries 
samples and advertising mail seem disappear the postal system. Some 
countries would not let send samples from the United States. These were 
stopped foreign customs and duty payment demanded. eventually 
shipped these bulk our distributor who paid the duty for and mailed 
the samples locally. 

you can imagine, our direct-mail advertising was getting each 
doctor much less frequently than similar mailings would have the United 
States. Worse still, was much more expensive per advertising hit be- 
cause translation costs, small printing runs, duties, and higher postage. 
Looking back it, wonder that sold much did, but 
introduced our first product successfully every Latin American country 
and dozen other countries, too, direct mail. And all these, 
had been told that direct mail would not work. have since had product 
failures explainable only the weaknesses direct mail. 

result, have modified our advertising approach many coun- 
tries. are using more men and less direct mail. also cost equa- 
tion, for many these places manpower cheap and four-color printing 
not. Manpower can paid local currency. Top-quality printing, com- 
ing from abroad, costs hard currency. But this has come with volume and 
experience, and still dream the days when direct mail worked better 
than seems for today. 


MARKETING PROBLEMS 


Now let’s talk about some specific marketing problems. Before entry 
into market, you will have the problem your product’s name. Many 
people will tell you that you cannot call your product its American brand 
name their foreign market because unsuitable the language the 
country, difficult pronounce, meaningless. Here again, you will have 
use common sense. 


have found that better use our American product name, 
matter how unpronounceable, rather than have different name for the 
same product varying countries language areas. 


Let sound note caution for people who have not yet gotten 
into the international trademark business. you are slow registering 
your American trademarks abroad, you will find, your sadness, that 
there are people who will register your mark before you certain 
countries, particularly those Latin America, where the prior regis- 
tration system carries such weight. very disappointing start 
the introduction one your products Cuba, only find, have, 
that your product name has already been registered local company who 


would willing sell you for unreasonable sum. 


One the great marketing questions always the market potential 
for your products. you have never sold outside the United States, your 
problem naturally greater than you have had some experience. Even 
so, rough survey the sale competitive products usually possible. 
You must face the fact that this will more difficult than the United 
States. few countries reliable market research services exist, The 
distribution system products seldom clean-cut home. 


Sometimes you will luck. There are, for instance, few countries 
where there are particular types sales taxes upon products. those 
countries, usually possible learn the amount paid one your 
competitors such sales taxes. This figure will give you clue toward your 
competitor’s over-all volume, which, turn, enables you guess its sales 
individual products. 


Friendly wholesalers are another useful source competitive informa- 
tion. many countries, have found possible work with wholesalers 
one manner another obtain accurate estimated figures the 
turnover products field which were considering entering. 


Probably the method use most frequently estimate sales 
potential product the ratios already existing between our older products 
the United States and the country question. For many reasons, 
are seldom able put product any given foreign market advance 
its marketing the United States. the time our foreign introduc- 
tion, we, therefore, have domestic sales figure use the basis 
our estimate sales any given foreign country. Within reason, these 
are fairly reliable. 


There one characteristic foreign markets that seems unique and 
our favor. This the loyalty the foreign consumer products. 
find that, once have established product foreign market and 
discontinue advertising, the public continues use for longer time than 
they the United States. This particularly true Latin America; 
but think our figures, yet not fully worked out, will show the same 
true British Commonwealth might add that other pharma- 
ceutical companies confirm that their sales also follow this pattern. 
Mexico, for instance, once product has reached its sales peak and has 
started decline, the sales will decline about one-half fast they would 
the United States. Old products which have once been successful have 
remarkable call it. 


With little imagination, think you can visualize what this means 
you calculating your break-even ratios before introducing product. 


You can, for instance, plan ionger than you normally would 
because you know that you will recoup your losses during the 
later stages the product’s sale. have already said, 
applies only product which certain volume success. Our 


level successful sales must calculated from experience for each coun- 
try. Once have passed this minimum threshold sale, however, the 
loyalty the consumer our product will persist greater extent than 
the United States, and this enables advertise longer more ex- 
than our domestic equation would suggest was wise. 


Marketing research most inaccurate tool outside the United States. 
this country, are one the houses most noted for the quality and 
size its marketing research department. spite this, however, 
have not found possible very constructive marketing research outside 
the United States with few rare exceptions. Canada, being like the 
United States many respects, one these. Although Great Britain 
has been larger and more profitable market for the last years, 
are only beginning get productive marketing research operation put 
together there, although some phases marketing research, such pric- 
ing, have been strong point our British operation. 


There profitable business done outside the United States. 
You should not regard occasional business, nor should you 
overestimate its potential. Your opportunity will vary with your product 
service, but good average for American business might that you could 
obtain between and 15% your domestic sales and profits outside the 
United States. 

Further, intimate knowledge world markets and competition can 
make your domestic business more profitable. Foreign companies often 
find licensing excellent way tap the vast U.S. market. recent 
years, this has been great factor the growth SKF’s domestic sales. 
not think would have been position discover, solicit, and 
obtain this business for our company had not already been familiar 
with the international pharmaceutical business. 


MEETING THE AMERICAN MARKET 
CHALLENGE 
Philip Cortney* 
Coty, Ine. 


While the basic principles marketing products successfully 
foreign market are independent the country involved, nonetheless 
true that the peculiarities each market have examined thoroughly 
before strategic plan adopted. The marketing technique also varies 
greatly according the products sold. should like avoid enumer- 
ating the factors which have examined carefully before establishing 
policies because these are now well known and widely accepted. wish, 
however, draw attention the mental attitude people regarding 
either the products marketed the country from which the products 
originate. The psychologic factor may sometimes serious stumbling 
block. 

Perhaps the best way justice the topic assigned 
describe two experiences the American market which happen have 
firsthand knowledge. The first one experience with selling steel; the 
second one the Coty business. 


MARKETING FRENCH STEEL UNITED STATES 


About the end 1923 came this country with the determination 
sell French steel products. The decision take this challenge was 
occasioned reading two American magazines, Steel and Iron Age. was 
struck the fact that there was considerable difference price between 
the American market and the French market for the same products, taking 
into account ocean transportation and U.S. tariffs. Because the kind 
iron ore used France, and the manufacturing process which that kind 
ore made necessary, known the basic Thomas process, the French 
steel was able sell competitively was presumed lower quality 
than the American steel, which was made what known the open- 
hearth process. Yet was convinced from the French experience that the 
quality French steel was satisfactory for most purposes. matter 
fact, the Eiffel Tower France was built with steel made the Thomas 
process, precisely for the purpose proving that the quality steel made 
this process was completely satisfactory, despite the higher content 
phosphorus and sulphur, than the steel made the open-hearth process. 


established office New York and began study the market. 
didn’t take long before discovered that many Americans were sur- 
prised that they should offered French steel. seemed that there 
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was kind national pride behind the attitude prospective buyers re- 
garding foreign steel. didn’t seem quite right them buy steel abroad, 
particularly from France, which was reputed mainly for its gowns, bags, 
gloves, perfumes, silks, and luxury items general. may well that 
there was some skepticism about the French being able supply steel 
quality comparable with that made the Americans. discovered 
later, this second premonition was large extent justified. found out 
that the American mills were able supply what are known steel 
bars (round, square, flat) much better gauged than similar products made 
France elsewhere Europe and that the American bars were very 
straight and neatly cut the end without burrs. 


also learned that steel made the American mills could 
used bolt makers, while Europe similar bars had what 
known cold-rolled order obtain the accurate gauging required the 
automatic bolt-making machines. promptly informed the steel 
mills the exactions the American market were sell steel. The 
French steel works were convinced assertions only after they had 
sent two their best men examine the finished products the Ameri- 
can steel works. About one year after, the French steel mills was repre- 
senting put themselves position make bars satisfactory for the 
American market. said passing these particular steel works were 
for quite some time thereafter able sell their steel bars the French 
market premium. 


The American steel works began get irritated because they were 
afraid that this might undermine their pricing policies. Keep mind that, 
this instance, competition was based strictly price advantages the 
buyers. the other hand there were disadvantages attached buying 
abroad because the American works were able give much faster 
delivery. 

After examining the situation carefully reached two conclusions 
that time. One was that had better limit myself catering French steel 
the smaller purchasers because these firms had greater interest 
buying cheaply they possibly could, and because the large American 
steel works found such competition less bothersome disagreeable. The 
second decision was establish warehouse here able supply 
least part the orders placed with quickly possible. may 
interest you know that this operation was successful one even during 
the depths the Great Depression, and continued until the outbreak 
World War when became impossible ship French steel the United 
States. 


The business describing you now was not large-volume business 
—somewhere between 30,000 and 50,000 tons steel per annum, sold mainly 
from the warehouse—but there was plenty money made it, and 
after all that what business for. 

had that time another experience which think may interest 
you, and particularly those who not cease claim for international 
trade the benefit spurring competition the advantage the consumer. 
Early the president rerolling mill Birmingham, Alabama, the 
O’Conner Iron and Steel Company, paid visit following receipt one 


circular letters informing him the availability French steel 
prices under the American market. was manufacturing hoops for baling 
cotton. Inasmuch had steel works, and only rerolling mill, 
had depend the larger American steel works for his supply the 
steel billets necessary rerolled into hoops. Some these steel works 
were also manufacturers hoops and therefore direct competition selling 
the finished product. The O’Conner Iron and Steel Company asked 
whether would guarantee the quality, and particularly whether would 
guarantee that was soft steel suitable for rerolling into hoops. under- 
took ship 100 tons own risk, and thereafter got order for 
5,000 tons steel billets. still remember the sensation created this 
shipment steel via New Orleans, the Mississippi River, Birmingham, 
Alabama. The newspapers the South were full comments the event. 


Knowing that the O’Conner Iron and Steel Company was perfectly satis- 
fied with the quality steel shipped, naturally endeavored get 
additional order. great surprise, and must confess dismay, Mr. 
O’Conner told that wouldn’t place any further order with the French 
steel works for the simple reason that had accomplished what intended 
when decided buy steel abroad. The story told was 
the following: not having steel works, was captive the American 
steel works, some which, said above, were his competitors the 
finished product. Being kind captive buyer without any alternative 
source supply had accept the price quoted him the American 
steel works. When proved that was able buy steel abroad, the 
American steel works hurried reduce their price make competitive 
with that from France. This good instance how international trade 
can helpful spur competition and reduce prices the most 
suspected ways. 


MARKETING COTY UNITED STATES 


Now let’s have good look the Coty business. indeed quite 
amazing story. have been selling perfumes and toiletries the Ameri- 
can market for years, and are still among the present top five 
six leaders the industry, all them unknown around 1910. The interest- 
ing point for you the Coty case that was successful conquest 
the American market despite the fact that made many mistakes and 
that violated practically all accepted rules successful marketing, 
especially until the Great Depression broke out. 

The firm Coty was founded France 1905. literally revolu- 
tionized from the start the perfume industry France because the new 
fragrances Coty created and also because the packaging which was quite 
outstanding and different from that the important high-class perfumes 
that time like Guerlain and Caron. The rapid success the French 
market drew the attention the Paris buyers large American depart- 
ment stores like Wanamaker’s Philadelphia, Marshall Field Chicago, 
Raphael Weil San Francisco, Altman’s New York, etc. soon the 
Coty line started perk, their buyers bought the best sellers among Coty’s 
products and sent them the stores the United States that they were 
representing. 

Around 1907 Coty appointed Park Tilford exclusive import 
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agent. This agent had sales force covering the entire United States and 
they also operated under that name deluxe chain retail stores New 
York wherein they sold the same products they carried wholesale. 
Park Tilford that time represented every important line French 
perfumes and toiletries. few large department stores, notably Marshall 
Field and Carson, Pirie Scott Chicago, who had developed their own 
wholesale departments handling dry goods and toiletries, were allowed 
carry the Coty line even though Park Tilford had the so-called exclusive 
agency. This rather chaotic wholesale condition often resulted messy 
situation the retail level. Quite often Park Tilford would use the 
exclusive lines which enjoyed the strongest demand force the retailers 
buy lines lesser demand. 


1910, when the name Coty had acquired great prestige the world 
over, Mr. Coty came the United States and broke his exclusive agency 
contract with Park Tilford. then appointed agent that would 
only the Coty line. For number years the new agent followed 
the distribution pattern established Park Tilford. other words, the 
channels distribution which Coty merchandise was put this country 
were first wholesalers, both drug and dry goods wholesalers, and the 
other hand fine retail stores such drug stores, department stores, and 
the very large cities deluxe grocery stores like those Park Tilford, 
New York, and S.S. Pierce Boston. 


The cost doing business practically until the end World War 
both for the manufacturer and the retailer, was much lower than today, 
and therefore the stores were able make money lesser margin 
profit than the case nowadays. The wholesalers were buying the merchan- 
dise from the manufacturers agents the same prices the large retailers 
did. other words, there was special wholesaler’s discount. There were 
price maintenance laws this country those days, and, while mild 
price cutting was endemic the drug business, was not yet factor 
reckon with toilet goods was become after 1920. 


While volume, mass-appeal lines toilet goods had already discovered 
the pulling power advertising, there was very little national advertising 
from high-class toilet goods firms until 1919. Until 1919 most merchandising 
high-class toilet goods took the form free goods and special and some- 
times temporary quantity discounts for extra performance, Window displays 
and counter displays were mostly tailor-made propositions because the 
printing industry had not yet evolved its present state. 


major event for fine French perfumes took place 1919-1920; was 
the return this country hundreds thousands American soldiers 
who had gone over Europe fight World War These soldiers 
favored fine French perfumes for souvenirs for their womenfolk home. 
And all sudden this country was flooded, thanks the returning 
doughboys, with the finest French perfumes brought back souvenirs. 
And when say flooded mean exactly that, for the doughboys came from 
every nook and cranny this country. other words, all sudden the 
women this country became acquainted with fine French perfumes which 
were far superior anything they had ever been able buy their home 
towns. The women liked the extraordinary quality such extent that 
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brand new demand for fine French perfumes was created almost overnight. 


Another fact about Coty played very great role boosting the firm’s 
business sky-high that time; that was the creation France 1918— 
1919 the famous Coty Powder Puff box popular price, namely 
the United States. The Coty face powder, beautifully packaged its now 
famous Powder Puff box, became instantaneous success among the public, 
and the Coty volume business grew leaps and bounds. 

the United States raised its import duties considerably. Coty, 
together with few other French lines which were already selling consider- 
able volume the United States, decided bottle and package here for 
fear losing large part their volume they continued import fin- 
ished goods and they consequently had raise their prices sharply. 
Lines with lesser volume, like Guerlain and Caron, continued import fin- 
ished products which forced them double their prices. This happened 
about the time the American public was vast buying spree which ended 
only with the market crash 1929. that time Coty made one its 
basic marketing errors wrong pricing its perfumes, bottled and pack- 
aged the United States. The public equates naturally, and say 
matter course and daily experience, quality and price. Therefore firms 
like Guerlain and Caron with higher prices became the public eye better 
quality products, while Coty, Houbigant, and other firms with lower prices 
made possible bottling and packaging the United States were begin- 
ning lose caste. Mind you, Coty had the highest prices any line 
per-ounce basis before the new American tariffs. However, thereafter Coty 
prices were much lower than those other high-quality perfumes imported 
from France. Also Mr. Coty decided widen his market and increase his 
volume bringing out smaller and smaller sizes, which course did not 
add the Coty prestige. 


The Coty sales force was relatively small one covering only major 
centers, selling only large department stores and the very best drug stores. 
Chain drug stores had hardly begun exist distinct group. Depart- 
ment stores and specialty stores outside the larger cities were not sold 
directly but through their New York buying offices. This policy gave rise 
extra discounts for big orders larger purchases during the year. The 
practice selling New York buying offices was discontinued around 1925 
when individual department stores were sold directly growing Coty 
sales force. 


The Coty line was also distributed those days through large number 
wholesalers, who bought Coty products outright and sold them whom 
they pleased, whatever prices they pleased. Coty had control over the 
final destination the goods. 

The U.S. Government did not protect American agencies subsidiaries 
foreign trademarked products. Any merchant who could procure them 
abroad was free import them. Coty did not ship anyone the United 
States except their agent, but Coty products did find their way other 
importers the United States who resold them prices lower than those 
their appointed agent. 

With all this confusion distribution, price cutting began to.fasten 
Coty’s best sellers, namely, perfumes and face powder. Because their 
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fame and popularity Coty products were used “loss-leaders.” 


The Coty management, bent obtaining ever increasing volume 
sales—the boom the stock market and the distribution Coty stock had 
probably great deal with this policy—did not see the danger the 
extra volume flowing through retail price cutting. Besides, Coty added 
fuel the fire practicing insidious form cut-pricing their own; 
they came out with “combination” packages and special sizes various 
items special prices. Extra discounts and indiscriminate distribution 
added fuel price cutting fires. 


There was practically advertising Coty products either the 
United States abroad. Whatever little advertising did appear was mainly 
institutional. 


Coty reached its top volume $13 million wholesale 1929, but price 
cutting had become very serious problem because its products were used 
loss leaders. 


The day reckoning came Coty’s with the onset the Great De- 
pression. Price cutting spread and intensified after 1929 the point where 
fine stores shied away from Coty, and they had carry some Coty prod- 
ucts they kept them out sight. Coty face powder, which should have 
been sold box, was sold many cities cents. certain cities 
and stores retailed cents and even cents. During this period the 
Coty wholesale price was cents. The consuming public, though still 
buying Coty products large quantities, more and more confused 
and began equate low cut-price with lower quality. Very fine stores 
ceased carrying the line. 


Obviously some radical measures had become necessary straighten 
out this dangerous situation. January 1932, Coty put into effect 
new policy. All wholesalers, over 300 them, were discontinued overnight 
customers. Coty appointed 150 them—all serious, upstanding service 
wholesalers—as sales agents, under contract with Coty and with consigned 
stocks instead merchandise bought outright them. This new policy 
enabled Coty control the resale merchandise retailers and thus 
gain control the distribution its goods. The direct accounts were given 
the choice either maintaining prices spite any provocation from 
competitors being cut off. 


took two years straighten out the price cutting mess, Stocks were 
heavy everywhere. The liquidation obsolete stock, the hands many 
wholesalers and stores, required over two years hard work. While most 
customers admired Coty’s determination straighten prices and clean 
the mess, and most them went along with the new policy, some refused 
and were cut off because they did not believe this policy would work out. 
This was the case with the highly important chain Liggett Drug Stores, 
one Coty’s largest customers. They did not think Coty could succeed 
and refused maintain prices. They were cut off and did not give for 
almost year. 


Basic wholesale prices per dozen, with quantity discount, were discon- 
tinued. Prices trade were quoted “suggested retail less with 
extra discount direct customers. This clean-cut policy had the ad- 


1- 
a 
d 


vantage that would-be price cutters could longer argue that they did not 
know the correct retail price. Sales agents’ customers were promised that 
all merchandise promotions direct accounts would also available 
them. This policy was very received and helped considerably re- 
establish the Coty standing with the trade. 1934 Coty sales volume 
was down about million wholesale. 


entirely new face powder exceptional quality, called Air-Spun, 
was put the market. The perfumes and fragrant accessories were re- 
color schemes. New products were added the Coty line. The new policy 
was successful turning the Coty tide, and the volume sales was progres- 
sing slowly but steadily reach volume about million wholesale when 
World War broke out. 


The merchandising Coty products was managed “line concept.” 
The main emphasis its merchandising policy was not individual items 
but the Coty “line.” merchandise its products Coty relied price appeal 
and promotions, mainly so-called consumer promotions which were devised 
present some kind bait inducement the consumer. The use Coty 
demonstrators volume department stores was essential the success 
its marketing plan. 


Coty, like all other manufacturers fine perfumes and toiletries, did 
not for very much national advertising, and whatever appeared was 
institutional rather than selling advertising. Few best sellers that time 
could said owe their popularity advertising. The weight advertis- 
ing any single success item did not seem anyone sufficient explain 
its success. The selling advertising was mainly the newspapers, coopera- 
tive with the stores. Such cooperative advertising was geared promotions 
individual products and was therefore sporadic. 

During the war our efforts were directed mainly toward enhancing the 
prestige our perfumes. Unfortunately were not able because price 
controls raise their prices, even though the opportunity was there for 
such increase. 


After the end World War continued our prewar policies, par- 
ticularly with respect merchandising means consumer promotions. 
Only casual and perfunctory attention was given the art preselling 
through advertising. However, the consumer promotions were used more and 
more sampling method introduce new products the consumer. 

The cost making and selling our goods was going constantly, 
while were unable increase the retail price our staple products be- 
cause the keen competition which prevailed our industry soon 
the war ended. The main increases prices since the end the war have 
been made our perfumes, toilet waters, and dusting However, 
whatever increases the management thought advisable make did not pro- 
vide sufficient additional income compensate for the increases costs 
both manufacturing and selling. our break-even point was constantly 
going higher, had obtain increase our sales volume. this 
effect were led continual increase the number our consumer 
promotions, thereby increasing the volume sales wholesale about 
$19 million 1957. These consumer promotions were very costly that the 
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profit was reduced about sales, margin completely inadequate 
for all the risks inherent our type business. One two consumer 
promotions well devised may serve useful purpose our kind business. 
learned experience, however, that too large number consumer 
promotions resulted decrease sales regular goods. Therefore this 
policy became self-defeating, both increase volume sales and 
profits. Besides, the consumer promotions were conflicting with the 
quality image our products which basic our line. 


all costs were going constantly, and the volume sales was 
barely increasing, realized that radical change our marketing pol- 
icies had become necessary. The power means influencing 
the consumer and preselling individual products became more and more 
obvious, and the time had come when had begin experiment with 
this medium. studying the best means using for our purposes, 
realized that view the high costs evening programs was essential 
bring out new products greater pace than were heretofore ac- 
customed. this effect gave wider scope our research laboratories. 
Besides, realized that the art marketing means powerful adver- 
tising necessitated considerable market research find out the wishes 
the consumers and the advertising effectiveness. started this new 
policy about two three years ago. For the first time its history, Coty 
applying the sale its products marketing policies line with modern 
concepts and methods. The emphasis now concentration and creating 
demand for individual items. confident will prove successful. 


The Coty case leaves with the following lesson: 


importance psychologic factors related the kind products 
marketed and their national origin. 


The principles marketing are independent the country 
which one tries sell one more products. This particularly true for 
large-volume, mass-appeal products. 


vital not only maintain but constantly improve the quality 
the products one tries sell. 


One can correct even fundamental mistakes made marketing and 
merchandising some products provided: 
(a) The quality the products excellent and least good 
not better than that competitors. 
(b) The management alert and flexible, ready and willing 
learn from its own mistakes and from the mistakes and ac- 
complishments its competitors. 


CHEMICALS—THE CHANGING PATTERN 
FOREIGN MARKETING 


Bitzer* 


Standard Oil Company (New Jersey) 


The subject this discussion, “The Changing Pattern Foreign 
Marketing,” most appropriate this time because the pattern market- 
ing chemicals definitely changing and changing quite rapidly, particularly 
Europe. 

Prior discussing these changes, however, think appropriate 
review the chemical export business the United States and the nature 
the foreign chemical business. Since 1946 there has been steady increase 
the dollar value U.S. world exports chemicals. 1946, $500 mil- 
lion worth chemicals were exported. This dollar volume more than dou- 
bled 1956, reaching $1,248 million. During the period 1952 1956, 
Western Europe absorbed increasing percentage this total. 1952, 
Western Europe imported $151 million worth chemicals which comprised 
18.4% U.S. exports chemicals. 1956, the dollar volume chemicals 
imported Western Europe had more than doubled, totaling $307 million, 
representing 24.6% the total U.S. chemical exports. 


Our chemical exports have been moving countries with little 
chemical manufacture, such countries South America, Central 
America, Africa, and the Far East. Our exports have also been moving 
countries which have considerable chemical industry but which cannot 
make certain products because lack raw materials because produc- 
tion capacity inadequate. This situation typical Western Europe and 
Canada. 


Western Europe represents excellent example the changes which 
may occur over period years illustrating the changing marketing pat- 
tern for chemicals. look chemical marketing Europe since the 
end World War II, can see three fairly distinct periods. the first 
period directly following the end Western Europe was en- 
grossed the gigantic task rebuilding war-damaged manufacturing and 
housing facilities. large part the European chemical requirements was 
supplied imports from the Western Hemisphere, principally from the 
United States, but these imports represented only modest volume. During 
this period European rebuilding, the European countries were more con- 
cerned with replacing the facilities they had lost than with expanding facil- 
ities and creating better standard living. The European companies were 
not applying chemical market research techniques, nor were they building 
for anticipated markets. Consequently, the market was usually larger than 
production, which left room for imports supplement local supplies and 


Bitzer Chemical Marketing Coordinator for Standard Oil Company 
(New Jersey). started his career with Standard Oil Company (New 
Jersey) working with several affiliates the fields research, manu- 
facturing, and chemical products marketing. Mr. Bitzer received his graduate 
chemical enginneering from the Massachusetts Institute Tech- 
nology. 
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thereby provided opportunities for exporting countries and companies de- 
velop foothold these markets. 


the second period chemical marketing Europe, when chemi- 
cal manufacturing facilities had been rebuilt, local industry started sup- 
plying major part the European requirements. the same time, ad- 
ditional foreign exchange was being generated that total imports 
chemicals from the United States continued increase. While the volume 
imports from the United States continued grow, these imports repre- 
sented smaller and smaller part the total requirements Europe be- 
cause only special products and temporary unsatisfied demands were met 
imports from the United States. Individual chemical commodities ex- 
ported Europe during this period show very pattern. would 
dangerous generalize chemicals over-all. Each individual commodity 
has looked itself. For example, during the period 1946-1957 
there had been general decrease requirements for product like ace- 
tone, whereas there had been general increase requirements for prod- 
uct like methyl ethyl ketone. the other hand, U.S. exports ethylene 
glycol decreased steadily from 1947 1950 but increased spectacularly from 
1951 through 1957. 


are now entering the third period the chemical industry’s de- 
velopment Europe. the past, the chemical industry was based upon 
the natural resources readily available Europe: naturally occurring de- 
posits minerals; the by-products the coal tar industry, such aromatic 
hydrocarbons; the by-products the agricultural industry, such ethyl 
alcohol; and the products readily manufactured result inexpensive 
electric power, such calcium carbide. Three major factors are causing 
changes the chemical industry Europe. One the fact that the con- 
struction major oil refineries Europe has made available new chemical 
raw materials. second factor the shift the American type think- 
ing, philosophy plenty rather than philosophy scarcity. This 
also tied with the need for and the desire export world markets. 
The third factor the advent the Common Market Europe, which 
encouraging European manufacturing companies think terms manu- 
facturing facilities capable supplying the markets several countries 
rather than solely the market their own country. The Common Market 
will permit ultimately the inter-country movement products member 
countries without the restriction tariffs and duty barriers. Although 
will take number years achieve this result, the chemical industry 
expected one the first integrated into Common Market. 


number companies are already gearing themselves for Common 
Market operation Europe. They are building have built plants 
size comparable those built the United States with similar economies 
operation, result, are beginning see and feel serious compe- 
tition world markets from European exports. Some are appearing our 
own backyard here the United States. With the advent Common 
Market Europe and large-scale manufacturing facilities, the American 
chemical industry will faced with the necessity taking steps replace 
offset losses business previously enjoyed the export market 
Europe. would appear that several avenues are open. the first place, 


American chemical companies may wish continue make investments 
Europe, thus providing European manufacturing facilities which will allow 
them compete even terms outside the Common Market. This 
investment would represent the employment their technical know-how, 
their engineering and design skills, and money. Agents established 
local marketing organizations could distribute the products. The second 
route would the formation joint ventures with other companies 
the European area contribute capital and engineering know-how 
existing integrated organization organization readily formed 
with marketing and transportation outlets. third route the establish- 
ment wholly partly owned fully integrated facilities with research, 
manufacturing, and marketing functions Europe within the Common 
Market boundary the projected trade” area. Many chemical con- 
cerns have already taken this step. 


Where organization such Jersey has, through its affiliates, manu- 
facturing, transportation, and marketing facilities already established 
related line, such petroleum fuel products and specialties, the introduc- 
tion chemicals can accomplished employing extending the exist- 
ing facilities. most the countries Western Europe, have market- 
ing organizations which are now beginning supply chemicals industry 
based imports, chiefly from the United States. addition, number 
European countries, Jersey has manufacturing facilities which are being 
expanded include manufacture chemical raw materials for the chemi- 
cal industry. 

The exchange technical know-how can mutually attractive. 
becoming quite evident that the great research and exploratory efforts 
Europe have resulted many new processes and products which are 
being licensed the United States. U.S. chemical manufacturers are setting 
shop Europe with purchased know-how supplemented U.S. engin- 
eering achievement. 


The foregoing discussion Europe has illustrated the evolution 
the European market from product-hungry, dollar-short ecenomy through 
market which local production just short demand into large 
Common Market with strong manufacturing facilities and aggresssive ex- 
port policies. Similar situations are developing elsewhere the world. Not- 
able examples are Mexico, where local manufacture beginning replace 
certain exports, and Brazil and Argentina, where steps are being taken 
initiate local manufacture chemicals. Japan has already become strong 
factor the world chemical market. 
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ENTERING THE FOREIGN CHEMICAL MARKET 
Eipper* 
Stauffer Chemical Company 


remarks will directed the problems the primarily domestic 
company which wants establish foreign markets. The question, 
simply, how best can such firm proceed enter foreign markets. 


There are, course, almost many approaches which can fol- 
lowed the development foreign business there are different kinds 
companies. Some the methods are old and rather conventional; some are 
new and seem endowed with unusual promise under today’s conditions. 
But before consider them individually and appraise the merits and short- 
comings each, believe that should consider basic, and often over- 
looked factor: Why does the firm want sell 


WHY SELL ABROAD? 


For instance, many foreign ventures have been and have 
failed because that question was never honestly the firm’s 
executives. There are many emotional appeals which surround selling 
abroad—the lure distant pastures which look inordinately green, the stat- 
ure which devolves upon company which has worldwide operations, the 
escapist suspicion which some may harbor that competition isn’t quite 
keen abroad home. These appeals, although often unrecognized, 
quite often influence the thinking even those businessmen who are per- 
ceptive and coldly analytical considering domestic moves. Then, too, 
there the attached having position distant markets: 
“We can get rid any excess production over there any time want, 
and any price, without disturbing our domestic business.” This notion 
that captivates some sales managers and, indeed, many production men. 


will all agree, sure, that any chemical firm which wants 
enter world markets should know just why would desirable for 
so. must assess the potential benefits just carefully, and 
unemotionally, would making decision build new plant, 
make new product, develop new domestic market. And may find 
foreign operations many opportunities enhance its over-all business: 
through greater total sales, greater profits deriving from increased plant 
throughput and consequent lower unit costs, and stabilization sales re- 
sulting from the diversity markets being served and the counterbalancing 
season sales from country country. 


Once the “whys” have been established and agreed upon, the 
can more readily evaluated light the objectives that have been set 
the firm. Plans can then, and only then, drafted and implemented. 


*E. William Eipper Director the Market Development Department 
Stauffer Chemical Company. After graduating from Stanford, worked 
organic chemical intermediates for American Cyanamid Company (Calco 
Chemical Division). After World War II, Mr, Eipper served the New 
Product Development Department Oronite Chemical Company 
joined Stauffer 1954. 
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HOW SELL ABROAD 


One the simplest ways enter foreign markets establish suit- 
able distributors serve specific foreign areas. Such procedure rather 
economical, stabilizes selling expense the actual sales made; permits 
rapid establishment outlets covering large areas without entailing any 
direct investment; moreover, appointing organizations which are already 
well known potential customers advantage some consequence. 


The selection suitable overseas distributors, however, critical 
matter and subject many pitfalls. There are several important factors 
which must considered the venture fruitful. These include the 
distributor’s location, staff, reputation, familiarity with products sold 
and industries served, potential conflicting interests, financial stability, 
and forth. Not infrequently, all know, the key success failure 
foreign marketing efforts hinges upon the selection the distributor. 
only wise allocate adequate time and funds permit thorough study 
alternate distributor possibilities before making any selection. The serv- 
ices outside agency may helpful making such evaluation. 


Nor the establishment system distributors the complete 
answer foreign marketing problems. distributor system, have 
suggested, has advantages. But has shortcomings, too. For example, the 
principal company has little control over sales methods and customer service. 
Communications problems often arise. The domestic firm has real as- 
surance continuity representation. 


Another method entering foreign markets establish foreign 
sales subsidiaries. Ordinarily this can only done when anticipated sales 
volume specific product fairly large when particular area 
yielding, holds promise soon yielding, adequate total sales volume. 
The creation such company-owned effort might well depend the 
availability suitable personnel, confidence that the market will continue 
expand, and favorable economic comparison with sales through dis- 
tributor system. 


conviction that the setting direct sales representation 
should only contemplated seriously when there least intent 
undertake manufacture the product line the area being served. gen- 
eral, there thought overseas production, the distributor system 
would appear the preferable one. think that this premise particu- 
larly applicable the field industrial chemicals. 


far what have been considering entering the foreign market 
simple export products. becoming increasingly apparent that any 
chemical company which expects become factor abroad must plan far 
beyond the mere shipment and sale its products foreign countries. 
other words, the question direct versus distributor selling important 
aspect only the initial phases market penetration the company 
which plans only limited overseas effort. 


What can considered better approaches than product export? 
must admit that the minds many companies exports frequently repre- 
sent only incremental production from existing facilities. Selling costs may 
high; tariff problems may arise. Any firm which earnestly plans 
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develop world markets must consider other, and, some cases, more ven- 
turesome plans. For instance, can place more emphasis exporting 
both capital and technology. There are quite few examples the suc- 
cessful use both techniques. Though the risks are greater than 
simple product export, the potential rewards are also greater. 


One method set overseas subsidiary which manufactures 
products “carbon copy” basis and markets them the area can 
reasonably serve. some areas, such South America, may neces- 
sary consider each country separately and avoid those where markets 
are inadequate. Europe, particularly since the advent the Common 
Market, few plants may sufficient cover the entire continent. Special 
consideration must given Australia and New Zealand. Some very real 
questions must answered about the desirability considering ventures 
Asia. 


The mechanics subsidiary formation must thoughtfully planned. 
There are many questions his area that must resolved: the organiza- 
tional structure, the degree independence granted the subsidiary, 
the working capital which must made available. Just basic the fact 
that soon company starts setting foreign subsidiaries, and using 
its U.S. dollars so, must set organization control them. 
Such organization (let call “international division”) should 
headed man knowledgeable the chemical business and with some 
international experience. 

Another possible course action for company entering the foreign 
field would ignore one’s domestic manufacturing experience and 
launch foreign production any item which appeared profitable. es- 
sence this method combines diversification and export capital; sounds 
interesting and has some intriguing facets. But such ventures can only 
recommended those who are extraordinarily expert international com- 


few companies have successfully launched joint ventures abroad 
using technology developed the United States their portion the 
investment while their partners put capital local currency. might 
point out that, least one case, company followed this procedure 
series countries. The technological know-how utilized, although adequate 
for the manufacturing area question, may have been approaching obso- 
lescence the United States. Such partnerships, U.S. technology and 
foreign capital, have several assets. For instance, the foreign nationals have 
direct interest the enterprise and powerful profit motive. They work 
with you rather than against you. Although competition from other foreign 
companies may keen, such joint enterprises have strength and local 
advantage. Moreover, the U.S. company does not have give much con- 
tinuing assistance the case with wholly-owned subsidiaries. 

From the technical viewpoint there sometimes reluctance allow 
the use highly confidential know-how overseas joint venture. 
doubt true that control the information more difficult under these 
conditions; however, some foreign nationals are more conscious the need 
for process security than are the domestic employees. 


Another means exporting technology would the licensing pat- 


ents and/or know-how directly foreign companies. This allows reason- 
able definition the probable financial gain and eliminates the risk. 
the same time any company committed program foreign licensing 
must undertake careful and systematic long-range approach patenting 
new products and processes suitable countries. Though costly, foreign 
patent coordination effort could yield important dividends. 


The benfits which can accrue those who export capital technology 
are substantial. They overshadow, the main, the potential the more 
conventional methods marketing abroad. anticipate that the trend 
these newer approaches will become much more apparent the future. 
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EXPORTING DO-IT-YOURSELF KNOW-HOW 
Winne* 


underlying philosophy Grace Co. that the full 
profit realization our research, development, investment, and accumulated 
experience any field requires participation the international market 
place. the years ahead feel this would true for most relatively large 
United States industrial enterprises. However, the specialized knowledge, 
the facilities, the wherewithal expand profits are not immediately 
available the majority companies and could require slow, tedious, 
stepwise development over several years. 


The history Grace Co. somewhat unique. telling 
you little about it, hope illustrate some the problems and the 
possible solutions. 


the early 1850’s our firm got its start near the port Callao 
Peru. Principally were ship chandlery company supplying marine 
goods the guano ships which were converging Peru from all over the 
world. These ships were lifting cargoes that great natural fertilizer 
and transporting back their home ports used the 19th century’s 
version scientific farming. Peruvian guano was natural chemical fertil- 
izer, and, this special symposium the marketing chemicals, 
believe that might look the 1850 guano market one the earliest 
international chemicals commerce. 


1865, about years after our firm had its beginnings Peru, our 
main offices were moved New York City and began triangular trade 
among Latin America, Europe, and the United States. All kinds goods, 
such lumber from Oregon and locomotives from New York, moved 
Grace ships Peru. These ships then added new cargoes, such guano, 
which went London and New York; additional merchandise replaced the 
empty holds each port call. the turn this century our firm, 
sensing the twilight international trading the classic pattern the 
19th century, shifted intensified industrial activity. Latin America 
bought and built new cotton mills and modernized old ones. entered 
woolen manufacturing, built sugar refineries, went into vegetable oil produc- 
tion well paint and electrical equipment manufacturing. Not too many 
years ago, began experimentation Latin America which resulted 
our construction the world’s first paper mill use sugar cane bagasse 
raw material. 


Perhaps the establishment the Grace National Bank was one the 
historical advantages that Grace has had expanding its knowledge 


*Elwyn Winne Vice President Grace’s newly formed 
Polymer Chemicals Division 1956. joined Grace 1948 Chemical 
Engineer after graduating from MIT. Mr. Winne has been Assistant the 
President and Assistant Vice President Grace Co. when 
Grace Chemical Company was formed, became Vice President charge 
development, and 1955 was made Vice President Grace Re- 
search and Development Company. 


such complexities rates exchange, credit, and collection funds 
Latin America well other parts the world. Today, the bank able 
help small companies marketing abroad highly personalized way, 
dealing does hundreds worldwide commodities. The bank’s for- 
eign department provides services exporters and importers all items, 
from participating the financing coffee imports sandalwood oil, 
rare drugs, and essential oils. 


course, there are several added complexities business inevitably 
encountered moving into foreign operation. Fortunately Grace, with 
its century experience, well qualified deal with these oddities, but 
others find themselves exceeding their budgets both time and money 
trying overcome many these unforeseen events. The economy 
the country must taken into consideration: manufacturing vs. licens- 
ing; packaging laws; adherence, lack adherence, product quality, 
such enforce our pure food and drug act; currency devaluation and 
inflation; credit and borrowing rules and restrictions; remissions profits 
and capital; and probably above all, deviating tax structures, These are 
broad problems, Physically, you run into other immediate problems. When 
raised our huge Paramonga sugar plantation, for instance, only 125 
road miles from the capital city, Lima, discovered that, whereas 
would have dozen trucking companies knocking our doors here for 
our business, had build our own transportation unit get our product 
market. Not only that, but our development paper from bagasse 
was, sense, necessity order package our product. short, in- 
vestment foreign land must often planned terms complete 
self sustenance, whether you carry out yourself induce others carry 
out for you. 


Companywide and product product, have will through the 
usual sequence steps moving abroad. First, you use U.S. export 
agent. Then you expand foreign import agent, then your own foreign 
staff, then licensing agreement possibly adding your company part- 
ner, and finally international division that builds plants and expands 
its own momentum. hope the latter case that such expansion reflects 
the plowing back profits into even more profitable business ventures. 


South America, through World War II, our accumulated knowledge 
and multiple businesses support top-flight general business organiza- 
tion led real success. But overnight our competition’s technical proficiency 
increased, largely with foreign tie-ins. realized that our future South 
American growth would require technical roots Europe and the United 
States. local business given South American country, itself, would 
not big enough support its technical basis. Our local knowledge was 
asset, but not enough. 


Hence, the last decade our firm expanded into the chemical in- 
dustry the United States not only end itself but also furnish 
the basis our future South America. One our newer chemical divi- 
sions, Dewey and Almy, has been exporting its know-how abroad for number 
years. The philosophy Dewey and Almy survey market and 
build demand for its products exporting them from the United States. 
soon the market large enough justify plant its own, 
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proceeds erect plant satisfy the needs the locale. its research 
program develops newer products, these again are test marketed abroad and, 
they are added the existing lines. Once beachhead has 
been secured, the division attempts expand its interest. 


have also taken another approach our foreign marketing, par- 
ticularly Latin America. Brazil have joint venture DDT, 
caustic soda, and detergents with Farbwerke Hoechst Germany. the 
same country have recently erected electromagnet plant with Eriez 
Erie, Pennsylvania. Both these new plants represent important foreign 
marketing concept. Hoechst and Eriez are specialists the manufacture the 
products plan sell. the other hand have considerable knowledge 
the area, the people, and the problems selling Latin America. The 
desired result then can compared synergistic effect. Compound 
know-how make added Compound which know-how market. 


interesting case history successful company exporting know- 
how abroad the Glidden Co, The initial impetus its activity abroad 
came from foreign companies anxious obtain U.S. Today, 
Glidden has working agreements countries for the manufacture 
various products. addition these countries where has license agree- 
ments with local companies manufacture its products, has also joined 
with Grace Co. form new companies Colombia and Ecuador. 


Glidden has always tried choose well-established companies become 
local manufacturers. forming the Colombia and Ecuador plants, Glidden 
chose Grace partner because our knowledge markets, outlets, and 
Latin American business know-how. Glidden’s agreements not specify 
firm commitments for the supplying purchasing raw materials 
supplies from Glidden. many cases such purchases have been indirect 
effect the know-how agreement and have resulted increased sales 
some Glidden’s domestic raw products. Glidden has tried several 
approaches its marketing products abroad. Each approach weighed 
carefully team experts who study the best One thing sure, 
they have not yet reached policy point where their export know-how will 
take any set form. 

Glidden has found only two real drawbacks its international opera- 
tions. The first the amount time consumed negotiating and main- 
taining agreements. The second the lack competent personnel qualified 
handle the broad range responsibilities such the 
black side the ledger encouraged the profit possibilities, which 
have also found significant many cases. 

Our total capital expenditures plant investment abroad have 
increased from $7.2 billion 1946 $25 billion 1957. This investment 
has been made 2,500 companies representing only one-half all 
United States companies. Many the companies which are building plants 
abroad started the classic pattern exporting first, followed licensing, 
and culminating with maze chemical towers the air. 

interesting point here that even though build plants 
abroad competition with our domestic plants our exports increase 
healthy basis. The trite saying that “The chemical industry its own best 
customer” just true for your over-all chemical export sales 


domestically. While all chemical exports 1957 were only total 
sales, were assume that each company exported exactly its 
sales might find that this could the difference whether that com- 
pany made profit loss its operations. Six per cent sales, in- 
crementally, might mean 30% profits. Naturally, this theoretical, but 
close enough number chemicals food for thought. Actually, 
chemical exports mean considerably greater percentage total sales for 
smaller number companies. This means that many companies engaging 
foreign trade could suffer great deal they were cut off from their 
international business operations. 


summarize, expansion abroad today must undertaken with the 
full realization the complexity the problem, not the least which 
the need for your planning encompass far greater self-sustenance than 
the United States. Your raw material, your transportation, your market 
may not even exist today. Adequate overhead often requires multiple busi- 
nesses for its supports small countries. Technically, competition now 
formidable. 


closing, would like quote from recent speech Peter Grace 
made Dallas during World Trade Week, May 19, 1958: “International 
trade therefore good business for America, profitable business. pro- 
vides substantial amount employment Americans, and for some com- 
panies represents the difference between profit and loss. Witness what 
10% 20% drop sales has done the current earnings some our 
largest corporations. From the facts our world trade situation, you will 
conclude do, sure, that there nothing ‘foreign’ about our inter- 
national trade. Indeed, essential American industry, American agri- 
culture, and American labor.” 
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SUCCESSFUL MARKETING ABROAD 


Horne, Jr.* 


National Cotton Council America 


During the past several years there has been remarkable expansion 
cotton textile sales promotion programs foreign countries. 


This development has its roots the experience the National Cotton 
Council America. The Council, formed 1938, pioneered the field 
market research and sales promotion aimed strengthening the competitive 
position cotton. developed techniques whereby small sums money 
could projected into very substantial nationwide promotion programs, 
beamed directly the final consumers. This work was done with great 
deal ingenuity, and the late 1940’s had attracted much favorable 
attention both here and abroad. 

the world textile market shifted from seller’s buyer’s position 
near the close the last decade, many textile leaders were aware that 
basic change their market strategy was order. One manifestation 
this was the frequent expression interest the experience the National 
Cotton Council America with industrywide promotional efforts. 
crucial world conference textile leaders Buxton, England, October 
1952, the Council’s sales promotion director made address which touched 
off flood interest this work. From that time there have been many 
consultations between staff members the Council and foreign industry 
leaders they pushed forward, some cases quite rapidly, with group 
programs market research and sales promotion. 


This movement received impetus 1955 when agreement was worked 
out between the Council and the U.S. Agriculture, under 
which certain foreign currencies made available under Public Law 480 would 
used for programs cotton promotion and market research with the 
Council serving the supervisory agent. Such funds must matched 
fifty-fifty the foreign textile industry concerned, and they are made 
available under the terms three-way contract signed organiza- 
tion the foreign industry, the Department Agriculture, and 
Cotton Council International. CCI separate organization set for 
foreign promotional work. grew out the National Cotton Council 
America. CCI maintains European office, headed veteran NCCA 
staff member. NCCA contributes the time its most experienced men 
the training key market research and sales promotion personnel for the 
staffs the foreign organizations. Nineteen such men from foreign 
countries have been trained the Council’s American offices, and numerous 
others have been thoroughly briefed Paris and elsewhere. The planning 


*M. Horne, Jr., Chief Economist the National Cotton Council 
America. has previously served Director Economic Research and 
Director Utilization Research Division for the Council. received his 
from the University Mississippi and his and Ph. from the 
University North Carolina. Mr. Horne was formerly Professor 
Economics and Director the Bureau Business Research the Uni- 
versity Mississippi and has also served Dean the School Com- 
merce and Business Administration that university. 
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and execution the various programs under the continual review 
the NCCA and staffs. 


Programs market research and promotion are now being conducted 
under joint contracts with the USDA and CCI textile associations 
Austria, Belgium, France, Italy, West Germany, Japan, the Netherlands, 
Spain, Switzerland, and the United The budgets these 
countries total about $2.5 million, half from local industry and half 
from 480 funds. Industrywide promotions are being planned ex- 
panded various other countries, some them without any hope for 
480 funds. Some less developed countries with strong interest cotton 
(notably India, Colombia, and Mexico) are included. virtually all cases 
the technical guidance CCI being sought and used. Altogether the in- 
dustrywide promotions cotton consumption foreign countries are now 
costing about million annually, and they are the rise. Less than one- 
tenth this program was being three years ago. 

are concerned here with inquiring whether all this activity promises 
have much effect upon the volume cotton exported from the United 
States. very significant effort “successful marketing abroad”? 

Any newcomer the subject likely ask first all: What measures 
you have the specific increases cotton textile consumption resulting 
from these programs? 

The great bulk all advertising done support branded products 
—Buicks, Budweiser, Bufferin, and what not. Perhaps relatively feas- 
ible attribute some measure the sales record one brand, compared 
with another the same field, the promotional effort put behind it. But 
when come consider the promotion broad type commodity such 
cotton, cotton textiles, have situation which different many 
respects, one them being the greater difficulty putting valid statistical 
measurements upon the results obtained. Why does cotton gain lose 
against other fibers the textile market, and why textiles gain lose 
against all other goods and services competing for the consumer dollar? 
Relative sales promotion one factor, but its results can never isolated 
any satisfactory way from the results style changes, institutional 
changes, innovations the quality competing materials, shifts 
relative prices, different inventory practices, and many underlying 
factors such climate, living standards, social customs, and national re- 
source patterns, all which differ from country country. 

more valid this instance accept the fact that great number 
consumer impressions, they are favorable impressions and they are 
repeated enough times, indeed influence consumers buy things, and 
then inquire whether these foreign promotions cotton textiles seem 
making significant number such impressions. 


matter fact, the promotions question were merely returning 
good results the ordinary standards American advertising, they would 
little importance the whole world textile picture. This true be- 
cause the amounts money being spent directly are small the ordinary 
standards advertising. Annual advertising expenditures the United 
States are estimated $10 billion so, and cotton textiles one our 
biggest industries. Retail sales textile clothing and textile home 
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furnishings total around $21 billion year. Individual textile firms 1955 
spent $78 million advertising. Apparel stores spent $160 million. Yet the 
total advertising and public relations expenditure the Cotton Council, the 
only agency concerned primarily with promoting cotton, has never exceeded 
million dollars year. have noted that the industrywide programs con- 
cerned with promoting cotton textiles the whole foreign world now ap- 
proximate million year, and this also quite obviously small sum when 
viewed the context the whole textile setup the foreign countries 
involved. 

For program such size have any great significance for U.S. cot- 
ton exports, must have some special kind potency. would seem 
that this indeed the case. There are certain forces, inherent this situ- 
ation but not commonly found the ordinary type private brand adver- 
tising, which give special leverage these promotional dollars. 


First, should noted that the million dollar program the Cotton 
Council, conceived and carried out primarily for its effect upon the domestic 
market, has served the lever for pushing off the whole foreign program. 
The million dollar domestic program has been basic the million for- 
eign program. This itself represents quite leverage effect. 


Second, there great promotional leverage power available com- 
modity such cotton, cotton textiles, which inaccessible virtually 
any branded product. Cotton, cotton textiles, comprises valid news 
subject, endowed with great deal human interest and national sig- 
nificance. smart public relations program can produce great amount 
acceptable material for and radio stations, newspapers, and maga- 
zines. Such commodity lends itself large-scale promotions, such 
the Maid Cotton and National Cotton Week, through which small ex- 
penditures the sponsoring agency can generate quite large amounts 
advertising great many firms which have logical interest cooper- 
ating. such approaches this, modest promotional budget can achieve 
remarkable number consumer impressions. This has been demonstrated 
with rare skill and finesse the Council’s promotional program for two 
decades, and the lessons this experience are now being rapidly adapted 
the promotion cotton textiles abroad. 


Third, the introduction these methods into foreign countries derives 
added leverage from the fact that they have been little used abroad. 
Sears, Roebuck store manager Brazil expressed the point several years 
ago the Council’s foreign trade director these words: “U.S. advertising 
techniques are applicable Latin America because people are basically the 
same everywhere. Advertising response Latin America times 
great home because don’t have the competition have home.” 
The same point applies, varying degrees, virtually all foreign countries. 
According 1956 survey Advertising Age, foreign countries, in- 
cluding Great Britain, Germany, France, and Japan, spent altogether only 
about one-fourth much advertising the United States alone. 

Next, these new programs carried the associations foreign 
textile firms have begun displaying most significant leverage power 
through their influence upon the policies the individual firms themselves. 
and large, the textile companies foreign countries had shown marked 


reluctance heretofore move very aggressively into market research and 
sales promotion. The deliberations leading the adoption the present 
programs the various associations were participated the top textile 
executives the respective countries. They took hard and thorough look 
the whole idea textile promotion was known the American 
representatives, and subsequently these top textile men took direct hand 
the inauguration their group programs. Somewhere, the course 
this experience, considerable number the foreign textile executives 
gained conviction that their individual also moving the 
same direction. 


There evidently genuine upsurge this activity textile firms 
Japan and the European countries where the industrywide programs are 
under way. This development, being quite new, difficult document 
with any published information. Read Dunn, the Cotton Council’s very able 
foreign trade director, with long background dealing with 
foreign textile leaders, deeply impressed with the magnitude the de- 
velopment. has firsthand knowledge numerous firms which have 
recently installed market research and advertising departments for the first 
time. suggestion the prevailing attitude contained this quotation 
from W.T. Winterbottom, head one Europe’s leading textile firms, 
speaking last year president the International Federation Cotton 
and Allied Textile Industries: 

would like pay tribute the wonderful lead which the United States 
has given the highly successful activities market research and sales 
promotion, which have given our industry renewed hope and impetus. Stem- 


ming did from the National Cotton Council, the lead was quickly fol- 
lowed the industry.” 


According the All Japan Cotton Spinners Association, the “Big Ten” 
spinners that country increased their advertising expenditures 40% 
between the six-month period immediately prior the inauguration the 
group promotion program and the corresponding period year later. 


Piryns, director Belgium’s National Katoeninstituut, recent 
letter said: few years ago, two cotton textile mills only had certain 
brandmark policy and advertising program. the present time, the fol- 
lowing mills (he listed and 15th ready begin) use brand names and 
carry advertising program, which not always very important, but 
all cases still increasing.” 

said, consider this trend the most important success our 
promotional activity.” 

numbers individual textile firms enter the advertising arena 


their own, they are virtually certain bring far greater sums money 
into play than the associations have 


Finally, expanding the exports cotton, these foreign promo- 
tion programs gain still another leverage effect from situation which can 
expressed simple arithmetic. ignore the fluctuations foreign 
inventory holdings raw cotton, which must offset one another across 
period years, can said that the last analysis our net exports must 
equal the excess total foreign consumption over total foreign production. 
Both these figures are quite large. Last season, for example, foreign con- 
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sumption totaled about million bales and foreign production little 
over million. The difference, amounting plus millions, what our 
exports would have been except for inventory changes. Essentially our ex- 
ports represent small margin between two large magnitudes. small 
percentage change either foreign production foreign consumption can 
result large percentage change U.S. exports. increase for- 
eign consumption, million bales, would mean 20% increase exports. 
Here leverage indeed. 


These figures, course, point the importance many other factors 
which are capable exerting drastic influence upon our export volume. 
Our cotton export market, its nature, volatile one, filled with great 
risk and great opportunity. can rise fall millions bales from year 
year. Within few years could double size, disappear. 
Since the whole domestic cotton economy vitally dependent upon large 
volume exports, the many sides the cotton export problem justify care- 
ful watching. vitally important that the world price level held low 
enough keep the expansion foreign cotton production under reasonable 
restraint and help give cotton adequate competitive position against 
rayon and other materials. The export volume can sharply altered 
trends world living standards, foreign exchange problems, and various 
other considerations. 


The fact remains, however, retain cotton export market all, 
the influence the foreign promotion programs upon that market will 
multiplied the simple formula which has just been noted. small per- 
centage increase foreign consumption will mean large percentage in- 
crease exports. add this the various other forms leverage 
which seem work, would seem that the very modest sums 
money going into this effort may turned into mighty force work 
upon one the Nation’s largest export any case the stakes 
seem high, the potential great, remove any reasonable doubt 
that the effort worthwhile. 
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MARKETING RESEARCH 


INTERNATIONAL TRADE 


THE DEVELOPING ROLE INTERNATIONAL 
MARKETING RESEARCH 


Hawthorne Deming* 


International General Electric Company 


Perhaps one the most significant happenings recent years the 
field international business the organization the European Com- 
mon This single happening done more emphasize the need 
for long-range planning our international marketing effort than any 
other recent single event. Also serving emphasize this need for advance 
action planning are developments such the Soviet declaration all-out 
economic war and the increasing competitive strength Europeans 
foreign markets result full restoration their war-torn productive 
facilities. 

The foundation stone marketing planning marketing research, and 
such happenings only serve emphasize that the need for marketing re- 
search international marketing urgent for domestic market- 
ing. Many us, like own company, are engaged multiple ap- 
proach the opportunities for marketing foreign areas. can ex- 
port from the United States, can license the manufacture product 
foreign countries, can manufacture assemble the product there 
ourselves. Only constant study the shifting environment our 
various markets can hope utilize the most opportune combination 
these approaches our foreign customers any given time. And, unless you 
can analyze and describe your marketing opportunities through marketing 
research, you cannot define your objectives, nor can you develop plans 
meet those objectives. You must first know the “when, where and what” 
your markets before you can propose marketing action with respect 
them. 

Many you encounter, we, these problems export versus licens- 
ing versus local manufacture the face import quotas, currency regula- 
tions, trade barriers, tax considerations, growing foreign competition, and 
regional market groups. These problems require continuing, organized, 
and conscious use marketing research information guide profit- 
able operating decisions. 


AVAILABILITY STATISTICS 


Those you who have embarked with upon the researching 
foreign markets have been startled the complexity the research prob- 
lem, the sharp differences approaches and professional techniques 
necessary the foreign market researcher’s task. The first differences 
arise with respect the availability workable background statistics. The 
foreign market analyst has virtually access international trade asso- 
ciations comparable the domestic National Electrical Manufacturers Asso- 


Hawthorne Deming Manager Distribution Planning and Market Re- 
search the Consumer Goods Export Department the International 
General Electric Company. joined General Electric 1926 after gradu- 
ating from Yale. Mr. Deming served number marketing and sales 
positions with General Electric before his present appointment 1955. 
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ciation, for example. has virtually industry associations such the 
Edison Electric Institute. Those you who use such associations ad- 
vantage should pause for moment and consider your dilemma they did 
not exist. 


The analyst has, among the hundreds foreign entities that constitute 
his market, very few “U.S. Departments Commerce” and hardly any 
“Facts for Industry Series.” All too often the analyst must cope with 
general disdain for statistics the less-developed countries. many such 
countries, strong expression opinion still regarded less fallible 
than approach developed through statistical analysis. 

The international analyst also faces problems economics 
degree than does the domestic researcher. Balance payments, foreign 
exchange problems, and U.S. dollar availability underlie any marketing 
analysis overseas opportunities. need not remind you that, the 
domestic market, researchers usually translate demand directly into supply. 
But, foreign marketing, you must first establish the demand and then 
verify the availability dollar other foreign exchange before you can 
forecast the existence export market for any product, and single 
import restriction can wipe out any market thus predicated. 

Because the international market analyst faces great many more 
imponderables than the domestic analyst, fear that the uninitiated his 
work usually suffers comparison with the proficiency domestic tech- 
niques. And yet, because the international analyst real sense pioneer- 
ing virgin territory, even some his necessarily qualitative analyses 
make large contribution where too little has been made 

domestic marketing research, with many possible research as- 
signments capable fulfillment, there tendency avoid those studies 
for which adequate information does not already exist. the foreign 
marketing area, however, many studies begin without adequate information. 
Because the lack previous research, answers, matter how incon- 
clusive, must developed basis for marketing decision. 

our research attack foreign markets, begin first with know- 
ledge domestic practice and then test the applicability both old and 
new domestic research techniques the problem hand. essential 
ingredient our approach thorough knowledge accepted research 
methodology, with appreciation its uses and limitations. Incidentally, 
some international organizations, there has been much skepticism about 
this carrying over domestic marketing research techniques into the for- 
eign field. 


not feel such skepticism, however. Fundamentally, marketing 
research the application scientific fact-finding approach aid 
the solution marketing problems. Even the domestic area, there 
standard marketing research technique; what should done depends 
what the problem and what facts are available solve it. often the 
case that, for particular domestic research study, analyst faces seem- 
ingly insurmountable obstacles the form lack recorded statistics, 
political and social prejudices, The application good marketing re- 
search knowledge, plus little ingenuity and perseverance, has carried many 
these difficult research programs through completion the great 


profit operations. 


is, feel, but only little more so, with research foreign 
markets. Language, cultural differences, and poor statistics are part the 
assigned problem. the extent that your analysts can substitute the 
best” new procedure which will fit the scarcity data and the other 
obstacles they are facing, you’ll find yourself with marketing dimensions 
previously refused you the basis that “such information just can’t 
obtained the foreign marketing field.” 


Often the solution the researcher’s dilemma accomplished 
adopting broad yardstick approaches which may have been superseded 
years ago domestic marketing research. Approaches long since considered 
quite “corny” domestic practitioners can produce meaningful results. For 
example, one wants build saturation data foreign appliance con- 
sumption, might well hesitate because data wired homes metered 
electric customers are frequently not available for foreign Yet 
step back moment, can find other related indicators progress 
ownership luxuries, such number connected telephones, car owner- 
ship, which provide with guides saturation trends. can 
calculate measure the saturation appliances refrigerators per 
telephone customer, refrigerators per car owner, even simply refriger- 
ators per 100 persons substitute. 

the electrical apparatus area, perhaps country abroad records 
data the consumption technical item such general-purpose con- 
trols. But the principal use general-purpose controls control motors 
and sufficient data international trade electric motors exist. 
you investigate the relationship control sales motor sales, evolving 
assumption that many dollars worth controls are necessary $100 
worth motors. You run down the motor statistics, multiply them this 
factor, and you have pretty good data general-purpose controls place 


BUSINESS INDICATORS 


consider long-range market forecasting important function 
market research our international marketing for domestic, Our 
basic effort here locate broad economic indicators which measure ac- 
tivity our particular markets. call these “business indicators” because 
hope find, their historical and forecast movements, indications 
the changes the marketing opportunities for our products. 


The long-range forecaster the domestic field has number well- 
recognized business indicators, series data, his command. fact, 
are naturally little jealous the ability our domestic organization 
prescribe regularly the 10-year outlook for some measures our 
national economy, all the way from U.S. Gross National Product down 
total number electric customers added each year. And various other 
specialists carry these down further detail; for example, into anticipated 
plant and equipment expenditures the steel industry years hence. 


The forecaster the field foreign business, however, has much 
more difficult task finding helpful and valid business indicators, 
not dealing with homogeneous market, but with many markets differing 
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widely size, per-capita income, form government, monetary system, 
and stage industrial development. may helpful, the search for 
such international business indicators among the mass statistics available, 
attempt define the desired characteristics such indicators, mini- 
mize their number, and then concentrate the development and fore- 
casting the selected few. The following characteristics, seems me, 
should sought any valid business indicator: 


(1) The data must available historically and must “forecastable,” 
susceptible projection into the future competent people. 


(2) The relationship between movements the business indicator and 
the changes the market volume for our product must logical, 
understandable cause-and-effect relationship must exist 
between the indicator and our market. 


Variations the movements the business from the 
movements our market volume, time and area, ex- 
plainable. 


(4) The indicator must capable indicating declines our market 
volumes well increases, should forecast “turning 
points.” This characteristic should sought, even though often 
difficult obtain. 


There are, course, number national indicators which are signifi- 
cant business trends specific foreign countries but which not lend 
themselves logical summarization regional world totals. What 
are looking for, rather, are international indicators which can summar- 
ized. 


The following six series data are suggested international business 
indicators primary importance. The first four are general and apply 
over-all foreign business. The last two are especially applicable our 
activity electrical and related lines. 


(1) World supply dollars, measure the effective demand 
for goods and services. 

able dollars that may spent for goods. 

(3) Aggregate national incomes, indication world and regional 
purchasing power all currencies. 

(4) Industrial production, indication manufacturing growth 
and new manufacturing investment. 

(5) Total electric power production, indication the growth 
demand for both consumer and producer types electrical goods. 

meters served utility companies, indicator the 
potential demand for consumer-type electrical goods. 


Any steps which can taken make such data series more complete 
and more timely should welcomed all those interested international 
business. more competent forecasts projections these indicators were 
available from public private economists institutions, life would 
lot easier for those who have gaze into the crystal ball. 
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IMPORTANCE GOVERNMENT DATA 


Our principal marketing research organization located our New 
York headquarters. have recently instituted market research activity 
our overseas offices and affiliates. One the disabilities headquarters 
marketing research lack contact with foreign marketing opera- 
tions. Headquarters analyses are likely incomplete some on-the- 
scene contact with foreign data sources not provided the overseas 
organization. Such foreign contacts, once oriented the headquarters mar- 
keting research needs, can considerable value routing material 
headquarters marketing rezearch. Here the United States, well 
provide marketing research contacts two areas: Washington, 
for access our government agencies, and New York, for access the 
United Nations and many important foreign trade associations. 


have observation our Washington contacts pass you 
today. First all, believe many our international associates may 
unaware the abundance data foreign markets that can provided 
the Department Commerce and its various field offices, But 
more than that, are bit disturbed the failure our fellows 
international marketing compete with their domestic brethren solicit- 
ing increased supply statistics from our government 
agencies. have also learned that these government agencies are bit 
disappointed the failure international marketing researchers express 
their approval disapproval current statistical series, 
make known their additional needs. 


There crying need for international enterprises make known 
their needs for data and information the many agencies such the 
United Nations and the U.S. Department Commerce. These agencies 
have continually expressed their desire evaluate their own services 
industry. 


Last year our International Division joined the new Federal Statistics 
Users’ Conference for the specific establishing within that organ- 
ization committee bring together expression the statistical needs 
U.S. enterprises with international interests. believe this organiza- 
tion, which well recognized government circles because quadri- 
partite organization labor, business, agriculture, and research organiza- 
tions, effective channel for expressing our needs. With little more 
encouragement your participation such activities, believe can 
make substantial forward strides encouraging optimum development 
international statistical series our government. 


panel discussion “Statistical Programs Concern Enterprises 
with International Interests” was conducted the first annual conference 
this association last October. Some steps that were recommended this 
panel toward improving international statistics produced U.S. govern- 
ment agencies were these: 


Establish working committee concern itself with keeping mem- 
bers fully informed developments federal statistical programs 
this international-interest area. 


surveying members, document and evaluate, for the producing 
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U.S. agencies, the relative usefulness existing data and informa- 
tion series and specific needs for improvement. 


Urge the membership convey their company managements the 
importance supplying specific survey information, necessary 
such data preparation, requested from time time government 
statistical agencies. 

Develop, among users, greater understanding the usefulness 
existing statistical series communication case examples pres- 
ent procedures which utilize such data with benefit. 

this connection, believe that conventions and meetings the type 
sponsored here today, which emphasize our international interests, are 
the greatest assistance all who are separately embarking the 
researching such rugged overseas areas. Increased professional contact 
among the international marketing research people all our companies can 
much smooth out some this ruggedness through the sharing our 
pioneering experiences. 

recent national Industrial Conference Board study points out that 
“foreign marketing research now about the same stage development 
that domestic marketing research was years would cer- 
tainly disagree with long lag. Nevertheless, would like finally 
issue note caution with respect your evaluation the results 
your international market research. certain evaluate the research 
output the light its contribution improvement international 
marketing planning, not direct comparison with the technical proficiency 
its domestic counterparts. many instances, study, 
crude though may domestic standards, can make invaluable con- 
tribution, simply because little real knowledge the international market 
place has existed heretofore. 


MARKETING RESEARCH UNDERDEVELOPED 
AREAS 
William Copulsky* 


The underdeveloped, underindustrialized areas the world constitute 
prime and rapidly growing markets great importance us. What 
want emphasize both the need for sound market research and some 
the special difficulties applying basic principles these areas, whether 
they Latin America, Africa, Asia, elsewhere. 


Don’t misunderstand the term “underdeveloped”; used strictly 
relative sense. The hut the Congo may have shortwave radio, the 
Indian the Amazon may washing his clothes with detergents, and 
instead Stanley looking for Dr. Livingstone you are likely find 
market researcher looking for market. 


Much attention has been given recent years the underdeveloped 
countries, those countries still low degree The 
emphasis has been production, with little attention market structure 
and development. 


Peter recently called attention this neglect actual 
contempt for marketing the underdeveloped countries favor the 
more “glamorous” fields manufacturing and construction which are gen- 
erally highlighted, even while marketing holds key positior 


Misplanning has often been the result failure consider marketing 
problems. especially unfortunate that lack coordination between 
marketing and production should hamper development where resources are 
limited and where every effort should devoted obtaining optimum use 
capital, manpower, land, and energy. 


The failure pay greater attention marketing problems under- 
developed countries may some part responsible for unnecessary over- 
expansion, misguided protectionism, and high-cost plants which result 
reduced markets, Although not all underdeveloped countries have suffered, 
enough damage has been done, and can done the future, warrant 
closer attention the relation market development domestic industrial 
development productive facilities. 


many countries the goal industrial development has been, with 
the best intentions, the eventual matching United States high standards 
living. Unfortunately, orderly development has not been the rule. 


*William Copulsky Director Commercial Research with Grace Research 
Development Division Grace Co. Prior his present position, 
was Assistant the President Aries Associates, consultants 
industrial marketing research. was also editor Trends 
magazine. Mr. Copulsky author and co-author numerous articles and 
several books pertaining marketing. received his undergraduate 
degree well his and Ph. New York University. 


Drucker, “Marketing Economic Development,” Journal Mar- 
keting, Vol XXII, No. (January 1958), pp. 252-259. 
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THE NEW NATURE ECONOMIC DEVELOPMENT 


Economic development countries not new. The processes have 
often been described but not necessarily understood. Moreover, the process 
economic development quite different today than was the past. 
And the “why” economic development still somewhat mystery. 


Jerome has given example the mystery: “If the experts 
had been assembled hundred years ago and had been asked which country 
Asia would the most industrialized century later, the country they 
would have been least likely have chosen was Japan. The Japan the 
1850’s was barren, backward country, largely shut off from the rest 
the world for more than two centuries.” Without resources million people 
worked seemingly unproductive soil, widely practiced infanticide reduce 
population pressure, and were governed idle, unproductive, and un- 
imaginative local nobility without political stability constructive central 
government. Yet from population which remained relatively stable, aver- 
aging about million from 1768 1868, Japan exploded into industrial 
country with present population over million. 


Other areas have exploded similarly, Algeria, after the French con- 
quest the 1840-1850 period, which went from long-time stability into 
new growth cycle. 


Even with these examples, “in the past, the process economic growth 
was much more generally taken for granted than now. Over the last two 
centuries since the so-called industrial revolution Europe, economic 
growth had been left proceed its own pace, rapid some times 
certain countries, more slowly other periods and places. our time, the 
less developed countries will not wait; they want their economic revolution 
now, and they expect its fruits within two generations rather than two 


Why? Because these countries are faced with unprecedented population 
increases and high rates increase urbanizaton. With improved world 
transportation and communication there greater awareness better 
things. There are great social and political pressures force governments 
act. 


PROGRESS RAPID BUT SPORADIC 
With rapid industrial development most the world today progress 
rapid. But underdeveloped countries economic development pro- 
gresses often moves Sometimes new areas opportunity 
open with explosive force. other times opportunity barred tempor- 
arily strong institutional barriers. For this reason, bursts industriali- 


before the Subcommittee Foreign Economic policy the 
Joint Economic Committee, Congress, World Economic Growth and 
Competition, 84th Cong., 2nd Sess., December 10, 12, 13, 1956 (Washing- 
ton, Government Printing Office, 1957) pp.74-95. 


Aubrey, National Planning Association, World Growth 
and Competition, ibid., 61-62. 


‘Henry William Spiegel has aptly subtitled his study The Brazilian Econ- 
omy, “Chronic Inflation and Sporadic Industrialization” (Philadelphia, The 
Blakiston Co., 1949). 


zation are not uncommon. For example, initiation secondary manufactur- 
ing means initiation supporting supply industries. This multiplier effect 
results burst activity new investment that quiets down new 
plants and industries become established regular production sound 
basis. 

This phenomenon explosive growth can illustrated recent 
changes the consumer durable sector Brazil. The Brazilian appliance 
industry has grown faster than any other the republic the last 
years. Household refrigerator output was 85,000 1954, 180,000 1955, 
and 170,000 1956. The manufacture other appliances, such wash- 
ing machines, has grown similarly. 75,000 unit output estimated for 
1958 compared with 36,000 for the motor vehicle sector, 
believed that 1961 Brazil will not only making most its require- 
ments but even exporting vehicles and parts. Present 1958 output covers 
only small portion domestic 

The obstacles smooth economic development are many and varied. 
They may social and educational nature. The caste system India 
fixes the type opportunity open its people. some areas, immigrants 
certain origins monopolize the Hindus and Chinese various 
parts Asia, Africa, and the Caribbean. Other obstacles are physical limit- 
ations “overhead” facilities, the facilities without which production and 
marketing cannot develop: transport and road systems, electrical energy. 
These limitations are apparent most underdeveloped countries. Argen- 
tina unique having many such facilities rundown condition 
result years mismanagement. 

the other hand, external stimuli sporadically push industrialization. 
For example, Brazil the first major impetus was World War when 
manufactured goods were cut off from Germany and other 
1931, low export prices resulted lack money import goods, spurring 
local manufacturing, that industrial output arose 45% from 1931 
1934. result World War II, from 1939 1949, Brazil’s industry 
went through fivefold 

There are, however, most underdeveloped countries lack entre- 
preneurs, local and foreign, recognize and take advantages profitable 
market opportunities. The aggressive entrepreneur must recognize ad- 
vance the transient “threshold” opportunity, the right moment act 
announcing and initiating new projects. 

Even the so-called “underdeveloped” countries, business has become 
highly competitive and dynamic the more industrialized countries. 
Not only are there intelligent nationals the business scene but also long- 
established subsidiaries the highly industrialized countries well new 
foreign investors. many countries the local government itself heavy 
investor. 


Foreign Trade Council, Noticias, Vol. XIV, No. (January 28, 
1958), 


Chamber Commerce for Brazil, Information Bulletin, 
(December 16, 1957), 


‘Senate Report No. 1082 the Committee Banking and Currency, Study 
Latin American Countries, 83rd Cong., 2nd Sess., March 16, 1954 (Wash- 
ington, Government Printing Office, 1954), 90. 
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Developing markets underdeveloped countries requires new attitudes 
toward development and market research. the highly industrialized 
countries, market research can discover observe specific sales opportun- 
ities marketing channels amidst the complex structure known needs 
and requirements. But underdeveloped countries, where change and 
progress are much more rapid, market research must probe more deeply into 
underlying economic structures, and the market researcher must combine 
his commercial know-how with broad knowledge economic facts and 
theory. With this modification, standard techniques can adapted under- 
developed countries. 


MARKET RESEARCH UNDERDEVELOPED COUNTRIES 


contrast market research work the highly developed industrial 
countries, market research underdeveloped countries cannot easily dis- 
cover observe specific sales possiblities marketing channels. The 
needs and requirements the underdeveloped country are both complex and 
not completely accessible survey. 


The task discover, and perhaps define for the first time, the most 
urgent requirements within the framework the developing economy. 
Market research must use basic economic analysis much greater extent 
than the developed industrial countries. 


Many problems face market research underdeveloped Sta- 
tistics are poor, unreliable, lacking. Trends are often not observable, nor 
are there many identifiable historical patterns. Moreover, the fast growth 
these economies requires large extrapolations forecasting, making ac- 
curate predictions difficult. 


Historical 

When estimating future demand, useful comparisons may times 
made with similar past development stages and income levels other 
countries. This must done with great care take into account variety 
other influencing patterns such climate, traditional consumption pat- 
terns, and forth. 


many the less developed countries, the markets may even 
smaller than would thought from the low figures per-capita income. 
Rarely the market homogeneous and continuous because natural bar- 
riers, lack transport, and communication. Colombia, for example, has 
four major population centers, only poorly connected ground transporta- 
tion and isolated from each other high mountains. Each the four 
major cities has different climate, population makeup, dialect, and mode 
living. 

special advantage favorable foreign import competition long 
coast line giving easy access from abroad, the cases Libya and 
Indonesia. 


Structural Changes. 

rapidly developing countries, historical patterns are easily broken 
structural changes the economy, such changes tastes, vari- 
ation relative production costs, and forth. 
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Taking such possible structural changes into account, consumer goods 
demand might projected the basis disposable real income. But the 
productive process utilizes considerable quantities intermediate goods, 
the demand for which only indirectly affected changes real income. 
The demand for some products very closely linked with final consumer 
demand, pulp demand paper demand. Other examples are cotton, 
wool, and lesser extent leather, rubber, and wood. 

Analysis becomes even more complex and structural changes the 
market more important anticipate where multiple uses predominate, 
the case industrial chemical products. For example, caustic soda, 
basic chemical building block, sold variety industries: rayon, paper, 
textiles, cotton, pharmaceuticals, construction. The demand affected not 
only the growth industrial production but the changes the struc- 
ture production. 


One applicable technique, again used with caution, the input- 
output technique originated The limitations are many. The 
amount data required large, and collection costly. Also most input- 
output data are static; only one year, most few years, old data 
available. rapidly developing economies dynamic input-output data 
would essential show such structural changes movements rela- 
tive prices and technological innovations. 


The input-output technique has been applied Colombia recent 
study’ which uses otherwise unpublished 1953 Colombian industrial census 
data 16-category input-output table. recent International Coopera- 
tion Administration manual specifically covers the input-output technique 
applies underdeveloped countries.” 


WHAT WILL PRODUCED LOCALLY? 


Three types industry can distinguished growing underdeveloped 
economies: (1) primary manufacturing, (2) secondary manufacturing, (3) 
finished nondurable goods. 


Primary manufacturing related resource development: metal ore 
processing, sugar processing, agricultural product processing, and 
broad sense agriculture itself. underdeveloped countries such manu- 
facturing primarily aimed exports. 


‘Cf. Leontief, Structure the American Economy (New York, Oxford 
University Press, 1951); Hollis Chenery, Paul Clark, Vera Caopinna, 
The Structure and Growth the Italian Economy (Rome, Mutual 
Security Agency, 1953). 


Commission for Latin America (ECLA) Analysis and Projections 
Economic Development, III. The Economic Development Colombia, 
tentative, mimeo., incomplete (New York, ECLA, 1957). Cf. also the 
same series the Joint Working Group Banco Nacional Desenvolvi- 
mento Economico (Brazil) and ECLA, JJ. The Economic Development 
Brazil (New York, United Nations, Dept. Economie Social Affairs, 
April 1956). 

for and Industry Research. How Select Dynamic In- 
dustrial Projects (Washington Office Industrial Resources, International 
Cooperation Administration, 1957). Cf. Manual Industrial Development 
with Special Application Latin America (Washington, Foreign Opera- 
tions Administration, 1955). 
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Secondary manufacturing related production capital and con- 
sumer durable goods, machines, automobiles, refrigerators, and forth. 


Finished nondurable goods include such products paints, drugs, tex- 
tiles, for ultimate consumers. 


International businesses usually have two customary origins: (1) the 
development sources raw materials primary products supply the 
requirements the home country; (2) the development distributing 
centers for products which were exported from the home country and then 
possibly developed into local manufacturing and selling units. 


the preindustrial area, the commercial phase, which characterizes 
much Africa, parts Latin America, and southeast Asia, there are 
elaborate transformations materials, use machines for this purpose, 
specialized employees. There exists exchange system, transport, and 
commerce. 


the next step the processing exports predominates: rubber Indo- 
nesia and Malaya, sisal Tanganyika, minerals northern oil 
refineries the Persian Gulf. 


the next step nondurable consumer goods are produced, the 
Union South Africa and the largest countries Latin America. 


underdeveloped countries industrial development tends start with 
development (1) resources-oriented export industries, (2) finished goods 
for direct consumption. But secondary manufacturing relatively underde- 
veloped, and these countries have industrial gap between raw materials 
and finished products. 


Even the Belgian Congo, manufacture sulfuric acid, powder and 
explosives, and similar products has been initiated supply materials for 
resource exploitation for export, well manufacture such finished 
goods for direct consumption 


manufacturing progresses through different development stages, 
there increasing shift from finished consumer goods capital goods 
and intermediate materials, But export manufactured goods from under- 
developed countries rarely reaches significant volume because (1) industry 
growing rapidly everywhere, (2) freight rates are going faster than 
prices, (3) underdeveloped countries tend have smaller plants and higher 
costs the export markets. 


Finished nondurable consumer goods can usually made small 


scale with low investment. This encourages early growth local manu- 
facture such products. 


the underdeveloped countries the world, doubtful 
that sizable output consumer durables and capital goods will ever occur, 
except under very special conditions. 


difficult define “small” this sense. can only said that 
operation such automobile manufacturing cannot easily scaled 
down meet local demand reasonable prices such countries, But 


“Department Studies, Ministry Colonies, the 
Belgian Congo and Ruanda-Urundi (Brussels, The Belgian Congo and 
Ruanda-Urundi Information and Public Relations Office, 1955). 


perhaps the other side the problem engineers trained highly indus- 
trialized countries find hard “think small.” difficult for them 
learn how produce many products economically small scale. Also, 
local manufacture intricate products requires substantial background 
supplier industries and shops. 


COST AND PRICE RELATIONSHIPS LOCAL PRODUCTION 


the early phases local production, costs will high result 
the small scale operations, and protected market with high tariff other 
barriers will required. Gradually, markets expand, relative costs will 
tend decrease and eventually closer relationship world prices will 
develop. this occurs coincident with widening industrialization, exports 
manufactured goods will initiated and increased. addition, increas- 
ing industrialization drawing workers from rural areas into urban centers 
tends increase income and effective purchasing power with consequent in- 
creases domestic demand. Thus ultimately development the economy 
continues the country will eventually shift its emphasis foreign trade 
from the export ores and agricultural products the export manu- 
factured goods. 


Such transition took place many areas through the depression 
years and postwar period. The contrast between the Latin American coun- 
tries and the Union South Africa marked and illustrates differences 
circumstances geographical location. While the Union South Africa 
has had less growth nonmanufactured exports, and less inflation, putting 
better competitive position than Latin America, the main determin- 
ant its larger share manufactured exports probably the existence 
the nearby large preindustrial market area Africa. 


Violation basic economics and undue support high-cost activities 
may, system pyramiding, succeed retarding the whole process 
local development. Egypt affords example. burden laid many 
the small industries which use the products the local chemical and 
metallurgical works, which are based turn upon high-cost domestic raw 
materials and limited fuel and power resources, 1947, raw material costs 
general accounted for over 75% the total costs Egyptian secondary 
industry.” This compared range 50% 60% Argentina, Australia, 
Brazil, Canada, Chile, Mexico, and the Union South 


High costs are also one the principal factors preventing underde- 
veloped countries from exporting manufactured goods. Contributing 
these high costs are lack power, inadequate transport, shortage 
trained personnel, lack certain basic raw materials which forces depend- 
ence imports, small plants, and shortages foreign currencies for mod- 
ernization and improvement existing plants. 

Even more industrialized countries such Canada, there must 
some relevance local world costs. Recently early 1958 DuPont 


“Report Government Commission Industry (Cairo), 1948, “Egy 
Chemicals Inch Ahead.” Chemical and Engineering News, Vol. 36, No. 
1958), pp. 75-76. 


“Processes and Problems Industrialization (New York, United Nations, 
Department Economic Social Affairs, 1955), 46. 
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Canada was forced close its cellulose sponge plant Shawinigan Falls, 
Quebec, because import competition spite protection 20% 
duty. Importers found legal loophole which allowed them bring the 
same product duty free classifying waste. duty 40% the 
United States closed off that market. The closed unit had started production 
1950 and was the only one Canada."' The cost disadvantages resulting 
from diseconomies small scale due small local markets Canada were 
brought out recent Royal Commission report.” 


recent survey” 158 comparative unit costs for commodities 
countries compared with costs the United States showed higher 
costs, lower costs, and about the same. The main reason for higher 
costs was relative costs direct materials. Western European total unit 
costs are substantially lower than those the United States. Latin 
America, costs are generally the high side, with only Mexico and Ar- 
gentina lower than the United States and Peru about the same. 


“In industries and for products where average capital the highest, 
United States producers have distinct cost advantage. Where capital re- 
quirements are lowest, most definitely cheaper produce abroad. The 
break-points are where the investments are over $20,000 per worker, and 


under $10,000 per worker. Inside this range, total unit costs are about the 


Factors making for higher costs materials are the necessity im- 
port and smaller volumes used. Productivity per man-hour generally less 
abroad and tends balance lower per man-hour labor costs. 


PENICILLIN BRAZIL: CASE HISTORY 


The quick recognition market research the transient threshold 
opportunity the final key reaching markets underdeveloped 


countries. There lack entrepreneurs, local and foreign, recognize 
these thresholds. 


Let illustrate story about the penicillin business 

The Brazilian pharmaceutical industry over century old. 1850 
there were six firms. French companies helped build the early industry. 
World War Brazilians entered the field and the number 
creased from 1907 186 1920 with 1,200 employees. the 1920’s, 
Swiss, German, and Italian firms entered the industry (the last two groups 
were taken over the government World War II). the 1930’s, United 
States firms entered the field. During World War II, domestic companies 


“Sponge Plant Closes,” Chemical Week, Vol. 36, No. (Jan. 13, 
1958), 63. 

Commission Canada’s Economic Prospects, Preliminary Report 
(Ottawa, Queen’s Printer, December, 1956), esp. pp. 63-64. 

“Martin Gainsbrugh, “Labor Costs Here and Abroad,” Business Record, 
Vol. XV, No. January. 1958), pp. 10-16. 

Copulsky, The Brazilian Pharmaceutical Industry, unpublished 
study, September 1951; Secretariat, Economic Commission for Latin Ameri- 


ca, Economic Survey Latin America (New York, United Nations, Dept. 
Economic Affairs, 1955), 64. 


grew rapidly with special impetus being given influx European 
refugees. 1951 there were 650 firms with 60,000 employees. 


However, until 1950 the industry was largely one compounding and 
packaging bulk products local packaging materials became available. 
Despite this, imported materials were only small part total value and 
represented only retail value and 12% manufacturer’s value 
all pharmaceuticals produced. the imports, about one-third value 
1950 were penicillin and antibiotics, imports which were then four 
times the 1947 level. 


Thus, local production penicillin seemed logical, and several firms 
started plant construction about 1950. Production began within short time 
and greatly exceeded demand, resulting strenuous competition, and 1955 
the several manufacturers agreed reduce output and attempt transform 
the penicillin equipment other antibiotics, such streptomycin. 
result general overproduction resulting inventory accumulation, 
ian pharmaceutical output 1955 was only 90% 1954 output. 


This old pattern, the building markets with imports, local 
production, overproduction, cut-throat competition. 


This the dynamic challenge market research the underdeveloped 
areas the world, the growing markets today and tomorrow. 
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MISTAKES NOT MAKE MARKETING 
ABROAD 


Arthur Nielsen, Jr.* 


Nielsen Company 


The relentless forward thrust science combined with the productive 
genius the modern business executive has resulted surplus goods 
and services many places. Yet know that the needs and 
modern economic man are virtually insatiable. With two-thirds the 
world’s population dire need the basic necessities life, great op- 
portunity surely exists. The profits will those men and organizations 
who best master the tricky business selling abroad. 

For the past years our organization has been gathering, analyzing, 
and interpreting marketing facts foreign lands effort assist our 
clients capturing increasing share these growing markets. 
out this experience which shall speak you today, directing ef- 
fort posting few signboards along the road that those who follow may 
alerted and hopefully avoid the many pitfalls which have made the going 
rough for others. 


general, the majority troubles stem from differences which exist 
between the home market and the various foreign markets. Oftentimes 
manufacturer’s initial investigation discloses many similiarities between 
the foreign market and his home market that feels ultimate 
success can recruit capable associates who will, his direction, dili- 
gently pursue the same policies which have proven successful home. 

When initial rebuffs occur, often feels that the difficulty stems from 
either reluctance consumers change his superior product from 
some deep-seated, unconscious distrust foreigners, whereas the true reason 
for the trouble may far more basic nature. The trouble, for example, 
might caused low purchasing power, lack refrigeration, impotent 
inadequate advertising media, hostile trade associations—factors which 
might call for entirely different approach. 


Those remarkable companies which seem prosper under almost any 
flag impress the manner which they assume that they know nothing 
about new market. call that “the research approach.” the anti- 
thesis the very human tendency oversimplify, say that people 
everywhere are basically the same. Perhaps they are, many respects, but 
there are wide differences when comes what they will will not buy. 
through use this research approach that many the costly errors 
foreign marketing can avoided. Let see what these common errors 
are that can better recognize and side-step them. 


*Arthur Nielsen, Jr., President Nielsen Company and 
charge the company’s Food and Drug Index services the 
United States. 1955, Mr. Nielsen traveled Japan member 
four-man American team taking part Management Seminar project 
under the auspices the Japanese Productivity Center. has also made 
several trips Europe marketing consultant the United States Govern- 
ment. graduate the University Wisconsin. 


The first and most basic is: 


Error 1—Failure adapt the product the market. 


Don’t try sell the home-market product everywhere else until you 
know—not just hope believe—that the best product you can design 
meet foreign needs. Oftentimes slight and easily made modification 
will greatly enhance results. For example, the typical product too 
costly for many foreign markets. scaled-down version will usually pro- 
duce better sales and profits. 

Historical data showing the actual sales within the foreign country 
established competitive items are essential. The trend sales types, 
sizes, and price lines, well the relative amounts sales and advertising 
effort placed behind each, can most illuminating. 


your product differs any essential respect from those most widely 
accepted, your guard against: 


Error 2—Failure guage the underlying impact custom, tradition, and 
racial and religious differences. 

These factors are among the most subtle and can the most costly. 
people are usually unaware their influence inarticulate when 
comes defining them, hard get such factors out into the open. 
Even then, once defined, this type are most difficult over- 
come. Some may take generation change, fact they can changed 
all with the sums available one even group manufacturers. 
For example, consider the following favorites French Canada: 

beverages (this preference extending far beyond the soft 

drink classification) 

Perfumed toilet soap 

Bran Cereals 

remedies 

Preferences this type will tenaciously withstand barrage sales 
and advertising effort. The research approach: 

Would establish the fact that such preference exists, its degree 

and its trend. 

Would ascertain the reasons for the preference. 

Would weigh the possibility the resistance rea- 

sonable cost and within acceptable period time. 

Before casting the die and committing your resources developing 
business any one country, well examine with equal care other 
likely markets. this way you will avoid: 


Error 3—Failure exploit markets the proper sequence. 


sufficient budget and timetable should set permit detailed in- 
vestigations carried out and priorities assigned. Such studies would 
permit you avoid temporarily, for example, countries where excessive 
production facilities already exist and where that account your efforts 
would surely met with depressing price cuts and/or tariff restrictions. 
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And while picking your markets, school yourself against the natural 
tendency all have, namely: 


Error 4—Failure enter potentially profitable markets because personal 
repugnance toward political institutions. 


Some the most profitable markets are often ruled out solely their 
record unstable governments political institutions alien particular 
philosophy. well remember that virtually every country the 
economic rules must written that the average man can make aver- 
age living. With better product, and superior marketing skill, results 
are bound rewarding. 

Once decision has been reached the country countries 
developed, there arises the question who will manage the business. Here 
opinions undoubtedly differ, but when comes marketing management: 


Error 5—Failure build strong management nationals—has caused 
considerable disappointment many case. 


judgment better results have been obtained where headquarters 
personnel were used train local people the essentials the business and 
then either moved new country returned their home. This, 
believe, because most men, not mention their wives, are happier 
living their own country than foreign and remote lands for protracted 
intervals. Furthermore, the cost the company less since wage 
premium must usually paid induce headquarters personnel pull 
stakes. 

Finally, most men must live country long while before they can 
escape with certainty: 


Error 6—Failure appreciate differences the connotation words— 
regardless whether the same language translation involved. Over 
the years countless ancedotes have warned all “beware literal 
translations.” How well learn? not know precisely the trend 
this respect, but experienced marketing men, whether Montreal 
Brussels, Havana Mexico City, Copenhagen Stockholm, can regale 
visitor with story after story how literal translations—on label, ad- 
vertising copy, otherwise—can lose both friends and money. 

Even where different versions the same language are involved 
(such Australian and American ideas English), there are dangers 
which are almost equally forbidding. This true not only the words 
used labels, advertising the buyer, and promotion the trade; 
applies even the very words you use communicating with your 
foreign agents your foreign branch personnel. Every industry has its 
own species technical jargon. Many the terms sprang originally from 
colloquialisms spiced with humor and abbreviated down single-syllable 
words for ease handling. Their true meaning many times not 
found any dictionary. Yet they can vital any meeting minds 
business. 


Since word power has grown such vital force selling goods 
and services, often difficult marketing abroad using strange 
language escape: 
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Error understand differences advertising. 


Rules what advertising can claim vary from country country. 
Oftentimes matter possessing how the rules are in- 
terpreted rather than clear dictum. This one the reasons usually 
cited why absentee advertising management can find itself com- 
petitive disadvantage. 

Media importance varies sharply with such factors literacy levels, 
restrictive taxation, and other forms governmental interference, with 
mass communication playing vital role. And last year’s appraisal won’t do, 
demonstrated the development television advertising the United 
Kingdom, Canada, and other countries. The methods and systems 
differ many respects; fact, the basic approach means uniform. 


One the major tasks advertising and public relations foreign 
country identify the company the buyer’s mind with the local scene. 
Otherwise, the danger great that the company and its products will com- 
mit: 


Error 8—Failure achieve domestic personality. 


detail can overlooked with impunity here, including such factors 
the corporate name, label, package style, the design trucks, the archi- 
tectural design offices and plant. You may sure that they will not 
overlooked those with aversion toward foreigners and their products. 
Above all must try avoid creating the impression that our country 
ways doing things are different superior. our observation, 
many people who are willing concede that change the order the day 
their home markets continue apply methods foreign markets based 
impressions which they may have gained five ten years ago. 


those especially concerned with distribution (and this certainly in- 
cludes top management) the next error vital importance: 


Error 9—Failure understand and weigh correctly the relative importance 
the various types retailers the distribution the product. 


there any subject which heresay evidence unreliable, this 
probably it. Even those manufacturers who are well established foreign 
countries often have reliable facts the relative importance the 
various types retailers, because they may sell their goods largely 
multitude varying types wholesale organizations and are that ac- 
count unable trace the redistribution their products among retailers 
various types. 

Meantime the typical grocery manufacturer selling half more 
his output direct handful large retailers, relying often highly 
skilled brokerage force, poorly equipped develop and manage sales 
organization which can thread its way successfully through maze over- 
lapping wholesalers and other intermediaries. 

Trade channels vary perhaps more from country country than any 
other major marketing factor. For this reason, knowledge conditions 
one country little help when comes selling another. The 
number, type, location, and importance all classes distributors together 
with profit margins and fees received must carefully determined country 
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country, commodity commodity, profitable results are ob- 
tained. 


Now let’s pass our next error: 


Error 10—Failure grasp the attitude the relationship 
between price and quality. 


This pitfall varies size and deceptiveness for each product category 
within each country, apparently for whole host reasons, some obscure 
and some obvious. Much seems depend how much buyers can afford 
spend. But great deal also depends where each country places its 
values between quality and price reference specific product. There 
seems firm relationship, and certainly rule thumb, which 
can relied upon matter like this. Just because consumers resist sub- 
standard quality, does not necessarily follow that they will able buy 
and pay for extra-fancy quality. They may fussy about some aspects 


food handling and yet unwilling pay for superior more sanitary 
packaging. 


Many have learned that risky rely replies questions when 
setting price policies. After all costs the respondent nothing assure 
the interviewer that, course, he’ll buy the higher priced item. The true 
nature competitive price relationships can only determined after the 
product has been freely offered for under normal circumstances 
prices which profit can earned. 


consumer reaction price defies being reduced generalized 
formula other countries, parallels experience the United States. 
calls for specific study within each product category. Meantime continues 
major source marketing error. 


This discussion price leads our next error: 


Error appraise properly the degree acceptance the 
competitive-economy principle. 

The virtues free enterprise are means widely accepted. In- 
dustry controlled output and price fixing are the more commonly encount- 
ered business forms. These are usually allied with strongly entrenched 
wholesale and retail trade interests. Reprisals visited upon new overly 
aggressive competitor are sometimes subtle but very effective. course, 
conditions vary widely from industry industry and from country coun- 
try, but experience suggests that well appraise these conditions 
advance rather than ignore them. 


Trade practices the type have been discussing are often effectively 
buttressed and even cloaked respectability through laws. Consequently, 
special interest laws, well traditions and attitudes the government 
toward business, must studied most carefully, since another common er- 
ror is: 


Error 12—Failure pay due attention the various government regula- 
tions involved. 


some countries outside manufacturer not permitted engage 
business all until has obtained permission from several government 
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agencies. absolutely essential explore every form government 
control, make sure that the necessary permits, machinery, labor, mater- 
ials, housing, and in-and-out-of-the-country foreign exchange will avail- 
able. 


And since rules laid down governments can and change from 
time time, must also list: 


Error insulate the business from arbitrary acts govern- 
ment. 


The first thought most sellers when comes foreign operations 
simply ship abroad the surplus production their domestic plants. This 
procedure, while offering many attractions, can and often does run into 
difficulty when foreign governments raise restrictive tariffs impose 
arbitrary quotas. Such discriminatory action usually visited upon 
importer just when his success capturing worthwhile market seems 
assured. 


For these reasons, long-term efforts should most cases directed 
toward building sufficient volume business country warrant 
construction local factory. With production facility the ground, 
costs are usually lower, important factor itself building franchise. 
greater significance, however, the fact that the company now 
employer domestic labor. Thus, one the major poiitical arguments 
justifying restrictive legislation against the concern will have disappeared. 


While more and more producers now recognize the desirability mar- 
keting products made locally, some fail realize full benefit due to: 


Error 14—Failure invest for the long pull. 


This usually takes one both two forms, namely, either over- 
pricing the item and/or unwillingness plow sufficient number 
sales dollars back into advertising. either case, efforts broaden ac- 
quaintance and acceptance are inhibited. Under present conditions, 
political other risks appear such magnitude that invested capital 
must fully recovered less than five years, probably better 
forget the market entirely for most widely distributed consumer items. 


Once foreign business has been established profitable basis, there 
tendency the part management forget about and turn its at- 
tention other countries and problems. This can lead our last error: 


Error 15—Failure provide for adequate flow information both 
and from the parent company. 


Executives the headquarters company are far greater need 
continuous, detailed information operating another 
country than their domestic business, with which they are more inti- 
mately familiar through years observation and study. 


They not have the day-to-day feel competitive conditions and 
trends the foreign country. For this reason, they need continuous facts 
regarding the competitive progress the subsidiary, thus permitting them 
bring bear necessary assistance derived from their long years 
practical experience. Too often gradual year-to-year sales gains are permit- 


} 
j 
‘ 
4 
| 
| 


ted cover the fact that the company slipping competitively. When 
finally these untoward conditions are reflected unfavorable earnings, 
often too late for the key executives home correct the situation, be- 
cause they have been for years out touch with the market and its peculi- 
For this reason, particularly important that essential mar- 
keting information covering the operations foreign subsidiaries con- 
tinuously fed into headquarters. 


much for review the pitfalls marketing abroad. Perhaps 
now you are wondering the effort worthwhile. You may well ask, 

Additional profits are, course, the almost universal objective 
marketing abroad. Whether more profit could produced devoting, 
domestic markets, the capital and management effort expended foreign 
development often moot question. The answer depends many factors 

including, course, the degree saturation which has been attained the 


home market. 

When the home market has been fully developed, the company must 
either stagnate seek further growth through entry into new fields. 
often more profitable, and less risky, grow marketing foreign 
countries the products for which successful production and marketing 
pattern has been established home than enter new fields the home 
market. method necessarily involves risks, and unsafe as- 
sume that the foreign route involves the greater risk. 


The possibility increased profits, however, only one several 
benefits derived from marketing abroad. many cases diversifica- 
tion risk equally important. Even when management firmly believes 
that its own country offers the most stable and dependable future economic 


conditions, should recognized that future conditions various countries 
cannot predicted with high degree accuracy. Competitive, legis- 
lative, other obstacles may arise any time any country and serious 


Among clients the Nielsen organization, there many company 
which, one time another, has gone through very difficult periods its 


home country while its foreign subsidiaries continued prosper, thus main- 
taining the entire enterprise sound and prosperous condition. 
Development management personnel another advantage usually 
derived from ventures abroad. Since country has monoply brains 
and ability, almost inevitable that comprehensive international opera- 
tion will reveal some unusually capable management talent. Furthermore, 
nothing develops executive talent quite rapidly and soundly op- 
portunity manage complete business; international operation this 


opportunity can granted considerable number men. Possession 
unusually good supply top-management personnel affords important 


protection for the company’s future. 
inevitable that well-managed international organization will de- 
em 
velop better products and methods, partly because the variety obstacles 
encountered stimulates thought and develops more ingenuity, and partly 

because men widely different backgrounds are likely develop great- 
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number and variety products and methods. Here, too, seems im- 
portant recognize that country has monopoly brains ingenu- 
ity. Better products and services customers are almost inevitable 
consequence the wider experience derived from conducting business 
international basis. 


those you who agree that the rewards successful inter- 
national enterprise outweigh the risks, and further that you are your 
brother’s keeper, hope list common foreign marketing errors will 
prove useful your struggle bring more and better things the people 
this world wherever they may live. 
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THE INTERDEPENDENCE CANADA AND 
THE UNITED STATES 


Rt. Hon. Howe* 


opening discussion Canada-United States trade relations, 
should first point out the importance our mutual trade both countries. 

The United States Canada’s most important customer, just Canada 
the most important customer the United States. Sixty-three per cent 
our exports the United States, and 73% our imports come from 
the United States. You sell more Canada than all Latin America and 
more than all the countries the continent Europe. All transactions 
between Canada and the United States are for cash. Canada has never asked 
for, received, grants aid any form, from any country. Therefore, 
must important both our countries make sure that new bar- 
riers are erected our common border reduce this volume trade, which 
now vastly larger than that between any other two nations the world. 


DECLINE WORLD TRADE 

The trend world trade for decline. This decline progress 
now, and the weight evidence present suggests that this slackening 
trend world trade likely continue. 

The principal cause this decline the reappearance the so-called 
dollar gap, which arises from foreign countries spending more dollars than 
they can acquire from earnings otherwise. the end the second 
quarter last year, this world dollar gap was running annual rate 
billion. For perspective, may pointed out that back 1946, when 
the dollar gap was considered serious threat world peace, the dollar 
gap was running annual rate $8.1 billion, practically the same rate 
last year. 

Groups countries affected the dollar gap are moving toward the 
development common markets. The Common Market already formed 
Europe includes six countries: France, The Netherlands, Belgium, Luxem- 
burg, Germany, and Italy. These countries represent about 22% world 
trade. This common market movement also spreading South America. 
The first common market South America likely comprise Brazil, 
Chile, Argentina, and Uruguay. Another common market group being plan- 
ned include Peru, Equador, and Colombia, while Central America 
free-trade zone now under discussion include Costa Rica, Guatemala, 
Honduras, Nicaragua, and Salvador. 

The ultimate objective all these common markets free trade be- 
tween the member countries each group and common tariff against 
goods from outside the group, which common tariff likely higher 
than present tariff provisions. 


*The Right Honorable Howe, C., Ottawa, Ontario, Ex-Minister 
Trade and Commerce, Government Canada. Director 
Aluminium Ltd., Atlas Steel Ltd., Bank Montreal, Canadian Investment 
Fund, and Rio Tinto Mining Co. Canada Ltd. The Right Honorable Howe 
received his formal education from the Massachusetts Institute Tech- 
nology. has been awarded honorary degrees, Law, Science, and 
Engineering, from universities Canada. the United States, and Australia. 
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Another threat free world trade the trade offensive now launched 
the Communist countries, its target being countries extending 
from the southeastern coast China the western coast Africa. Within 
this are lie approximately nations, comprising about 700 million people. 


All this adds the probability that the North American objective 
establishing world trade multilateral basis likely frustrated 
new bilateral and barter pacts. me, this prospect emphasizes the im- 
portance avoiding new barriers trade between Canada and the United 
States, well the desirability lowering those barriers wherever the 
economics the two countries will permit. may neither possible nor 
desirable look forward common market grouping countries 
North America, but common sense indicates the importance leaving that 
possibility open. 


CAUSES FOR FRICTION 

During recent months have heard increasing amount discussion 
areas disagreement between Canada and the United This grow- 
ing friction causing some concern business circles both countries. 
Canada has had two election campaigns within the past year, and 
unfortunate fact that campaign orators find the developing international 
recriminations potent campaign weapon. Every country has strong nation- 
alistic prejudices, and your country and mine are exceptions. You the 
United States feel that Canada becoming anti-American, while Can- 
ada feel that your country has been taking, and about take, tariff ac- 
tion that seriously prejudicial Canada’s export markets your country. 
The fact that the balance trade across our common border always 
heavily your favor serves intensify the indignation Canadians about 
the threat increasing barriers against our trade with you. During the 
past two three years, our trade deficit with your country has been 
excess one billion dollars per annum. 


Agricultural Surpluses 


The particular grounds for the Canadian claim unfair treatment have 
with your agricultural surplus disposal methods and past 
threatened tariff action against such commodities wheat, flax, grass 
seeds, codfish, copper, zinc, lead, petroleum, plywood, and, fact, any prod- 
uct that may threaten from time time interfere with your domestic 
marketing problems. 


The first agitation arose about your methods for disposing agri- 
cultural surpluses. Canada’s agriculture traditionally has depended upon 
export markets for its wheat, oats, barley, flax, and agricultural seeds, which 
have always been produced quantities supply export markets the 
United Kingdom and the continent Europe. Cash returns from these 
exports have always been important item our trade balances, offset- 
ting, part least, our adverse trade balances with the United States. 
Your country has prewar tradition being important exporter 
these commodities. 

However, during the second world war your country began program 
subsidized production wheat, and this program expanded your acreage 
enormously. the postwar years, subsidized production has brought about 
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large wheat surpluses, coupled with intensified efforts sell these surpluses 
areas that had previously been supplied from Canada. Had the United 
States followed usual business practices, Canada would have had little 
complaint, but, instead trading for cash, the United States introduced 
programs gifts, barter deals, sales for long-term credit, and sales pay- 
able foreign currencies. 

Canada did not increase its producing acreage during the war years, 
but good crops and shrinking markets have caused similar surpluses 
Canada. Our complaint that the great resources the United States 
Treasury are being used transfer your agricultural surpluses from the 
United States into Canada. addition, the United States has imposed pro- 
hibitive duties against Canadian wheat, flax, and certain agricultural seeds 
and has placed quotas our exports cheese and other dairy products. 
The result that our farm community arms against what they con- 
sider unfair competition from the United States. 


Higher United States Tariffs 

Then, too, recent years have been under constant threat higher 
tariffs being imposed our exports you codfish, lead, zinc, and ply- 
wood. Tariff Board hearings have resulted for higher 
tariffs, but, fortunately for our good relations, your President has far 
refused give his concurrence. are told that during this session Con- 
gress likely enact legislation sharply increasing tariffs lead and 
zinc. higher tariff copper already effect. Having mind Can- 
ada’s staggering trade deficit with your country, you will appreciate the 
anger the Canadian public against these further attempts limit Cana- 
dian exports your country. 


Recently, the United States has called for voluntary 15% reduction 
imports petroleum, Canada would not concerned about this bar- 
rier against our sales petroleum exports you had the reason given 
not been “for the defense America.” Having mind that wartime 
Canada principal supplier metals and petroleum the United States, 
and that without these supplies preparations for all-out war would prac- 
tically impossible, there intense resentment against this action shut 
out Canadian petroleums. 


may noted that your government’s present attitude towards trade 
with Canada reversal our relations time war and preparations 
for war. During the second world war, every effort was made integrate 
the economies our two countries. Duties copper, zinc, and lead were 
reduced one-half. Joint Canada-United States proluction committees 
were established coordinate both our industrial production and our min- 
eral production. Purchases governments moved across the border without 
payment duty. that time Canada undertook mineral developments, 
contribution the common war effort, that could not otherwise justi- 
fied. When the requirements war made necessary ration civilian 
use metals and lumber, this rationing was applied strictly Canada 
the United States, even though Canada was surplus producer. The 
principle equality sacrifice was applied even more strictly Canada 
than the United States. 


This state affairs continued throughout the second world war and 
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throughout the period the Korean incident. was the return more 
normal situation that has brought about the attempt close our common 
border. 

worth noting that during the present cold war our two countries 
again are joined effort defend North America against hostile at- 
tack, Our Canadian Air Force combined with your Strategic Air Com- 
mand defend the North under single commander, who American. 
The United States has built early-warning line Canadian territory, 
along the Arctic Ocean. Canada has built and paid for another early-warn- 
ing line farther south, and the two countries have joined building third 
warning line just north our common border. All three these early- 
warning lines report your Defense Headquarters Colorado Springs, 
well the Canadian Defense Headquarters near Montreal. Our 
Canadian Army and Navy maintain headquarters Washington, where 
plans are coordinated with your Army and Navy for joint defense efforts. 
Canadians cannot appreciate the logic combining the efforts our de- 
fense services with yours and the same time being confronted with 
closing our border against the exchange strategic materials. 


United States Investments Canada 


Then too, the rapid growth United States investment Canada, 
particularly direct investment, representing complete majority ownership 
certain important Canadian enterprises, causing concern Canadians. 


Canada have welcomed this inflow capital from south the 
border. has brought with managerial enterprise, production and mar- 
keting experience, engineering and technical know-how, advanced research, 
and skilled men and women, who have helped build our country more 
rapidly than would otherwise have been possible. 


However, the concentration this investment large companies that 
occupy strategic positions major resource industries and some our 
rapidly expanding manufacturing industries has aroused the fear that 
United States ownership and control may prejudice Canadian sovereignty. 
There talk legislation limit the extent foreign direct investment, 
although own opinion that this unlikely translated into legis- 
lation. 

There doubt that United States ownership Canadian industry 
growing, and growing rapidly. survey reported 1954 that United 
States residents then owned 45% our manufacturing industries and 57% 
our mining, smelting, and petroleum extraction industries. These percent- 
ages have increased subsequent years. the years following the 
war, United States investments Canada more than doubled, from $5.2 
billion 1946 $11.7 billion 1956. You will appreciate that the fact 
large proportion our industrial capacity being governed de- 
cisions made outside Canada can alarm many Canadians. the other hand, 
the combination money, talent, and willingness assume risks has 
brought benefit Canada and Canadians and has helped establish rate 
economic development unprecedented the history Western countries. 


Generally speaking, foreign-owned Canadian companies scrupulously 
obey Canadian law. the field good public relations that criticism 
sometimes warranted. United States owners have been saying that their 
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branch plant Canada operated exactly the same way their branch 
plants the United States and expect Canadians happy about that 
situation. Obviously, Canada requires something more, namely, that the 
Canadian branch treated Canadian enterprise operating for the 
benefit Canada well for the profit the parent foreign firm. 


personal belief that those who are prepared share with Cana- 
dians the risks developing our country should free Canadians 
themselves deciding how conduct their enterprise. Nevertheless, anyone 
who does business Canada would well reckon with the pride, the 
legitimate pride, Canadians their country. other words, they should 
reckon with the normal feelings nationalism which are present Canada, 
just they are present most countries. Canadians not like see 
large-scale Canadian enterprise treated were the exclusive concern 
foreign owners. 


IMPORTANCE INTERNATIONAL TRADE CANADA 


Canada the fourth largest trading nation the world absolute terms, 
following the United States, Great Britain, and West Germany. Between 
15% and 20% our national income derived from foreign trade. There- 
fore, one the principal functions our government endeavor 
lower barriers international trade, least see that those barriers are 
not raised. have been supporters the General Agreement Tariffs 
and Trade since its inception, and still believe important 
instrument stabilizing international tariffs. 


The fact that between 15% and 20% our national income derived 
from foreign trade, contrasted with your less than 5%, coupled with the 
fact our immense adverse trade balance with the United States, explains 
why Canadian feeling against your country can roused fever heat 
your attempts further limit imports from Canada. Exchange goods 
between Canada and the United States natural trade, trade for dol- 
lars paid “on the barrel head,” and trade where the buyer familiar with 
the seller and with his methods doing business. times war, prep- 
arations for war, availability Canadian metals, Canadian lumber and lum- 
ber products, and Canadian cooperation strategic planning are essential 
the defense North America. Canadians find difficult believe that 
there justice raising barriers times peace against Canadian prod- 
ucts that are essential you times war and preparation for war. 


closing, let say this: Canadian-American relationships are ex- 
pressed too often terms differences between our governments mat- 
ters trade. Not enough emphasis placed upon the long intimacy 
our two peoples, who, after all, are called upon periodically express 
themselves through the ballot box. far Canadians are concerned, the 
mutuality interest with neighbor witnessed the basic understand- 
ing and sympathy the vast majority our respective peoples, regardless 
the daily press reports differences between our governments. The 
United States and Canada have been described the “Siamese Twins 
North America,” who cannot separate and live. Whether not that descrip- 
tion opportune, there not much doubt that are eating together from 
the same natural breakfast table. There should need for either 
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ENERGY INTERNATIONAL COMMODITY 
Twaits* 


Imperial Oil Limited 


think clear that our discussions today are taking place 


atmosphere which the normal commercial criteria cannot the sole 


standards marketing judgment. fellow-speaker, Mr. Howe, speak- 
ing from his many years experience with Canadian and world trade 
problems, has pointed out certain aspects S.-Canada trade relations 
which must considered part this atmosphere. This is, fact, only 
one facet global concern which cannot ignore. 


Canada our problem relatively simple; nation mil- 
lion people, scattered over huge land area, have high ratio 
natural resources people. Our standard living depends our ability 
export materials and, the same time, import capital develop 
those materials. The simple arithmetic that cannot support our- 
selves the style which have been accustomed without world trade 
and, particular, access markets. 


The United States, the other hand, has relatively low ratio 
resources people and both material and capital exporting nation. 
Its policies must framed with consideration for the strategic and pol- 
itical conditions many countries and areas throughout the world. Many 
these actions are designed toward western bloc security, and in- 
creasingly apparent that economic action important military prepa- 
ration. 

these days satellites and ICBM’s are apt lose sight 
the fact that military preparedness and economic preparedness are synony- 
mous. think would even fair say that the United States, and 
indeed the free world today, engaged defense the marketing sys- 
tem its broadest sense. this mean freedom trade and free move- 
ment capital directed toward economic, rather than doctrinaire, objectives. 
Thus, believe that marketing must looked today its broadest con- 
cept, and perhaps there better example than that energy, and 
petroleum particular. 

What have say today can pretty well divided into three sec- 
tions, one which deals with energy good example the sort 
classic market-place economics learned school. The second section 
moves over into the money and employment theories more recent times, 
principally regard the international movement capital. Finally, 
attempt show how human needs regard energy call for certain types 
national and international thinking. Perhaps might beyond these 
limits point the need for supra-national understanding basis for 
global decisions energy. 


*W. Twaits Executive Vice President Imperial Oil Limited, Toronto. 
Mr. Twaits has been with Imperial since when was graduated from 
the University Toronto. 1950, was elected Director the com- 
pany and General Manager the Producing Department. was named 
Vice President 1952 and his present position 1955. 
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Not all forms and sources energy are subject international mar- 
keting. Hydroelectric power crosses international boundaries seldom and 
knowledge only cases where the two trading countries are contiguous. 
Fissionable materials for atomic energy, when traded all, are the pres- 
ent time traded between governments. Natural gas also limited 
international commodity; its exchange still small extent and 
closely reguiated make its discussion too narrow general 
value. 


This leaves two other forms fossil fuel, coal and petroleum, 
subjects for discussion, list which can narrowed down still further 
for current conditions petroleum since far the largest bulking 
factor international trade today. 


The significance mechanical energy that multiplies human 
muscle power and human skill. only through the use mechanical 
energy that craftsman’s product can reproduced vast quantities, that 
individual’s muscle power can extended perform tasks far beyond 
human strength. these two qualities mechanical energy which 
have made the 20th century economic pattern and standard living pos- 
sible. 


contrast, international trade, and especially the freeing inter- 
national trade, has not played big part world economics 19th 
century observer would have been led assume. World trade has un- 
doubtedly increased substantially, especially since the second war, but one 
gets the impression that this has been because productivity has leaped 
trade barriers, not because barriers have been lowered. 


There one important exception this. Petroleum rather more 
freely traded than was century ago. 1867 when Canadian confed- 
eration took place, kerosene coming into Canada paid duty cents 
per gallon and there was cents gallon other refined products. 
year later the duty kerosene went cents match that other 
products and duty cents per gallon was levied crude oil. 


not necessary into the entire history which the Canadian 
duty was reduced. Today the duty one cent per gallon gasoline, kero- 
sene, and similar white products, while there customs duty whatso- 
ever crude oil entering Canada. may worth noting that the full 
price some heavy viscous crudes today the wellhead less than the 
customs duty which was imposed 1868. 


should perhaps mention that was the somewhat depressed 
year 1936 that the last major reduction the duty products was 
made, from cents per gallon the present one cent per gallon. 
making the reduction, the government seemed under the impression 
that the previous protection was excessive since there had been sharp in- 
crease the number Canadian refiners during the preceding years. 
There was apparently intention applying the tariff the point where 
would actively stimulate expansion. During the recent war the range 
duty-free oil products was extended and the duty equipment used 
exploration eliminated. Both these wartime measures have since been 
continued. 
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What apparent from these various actions the Canadian govern- 
ment that there has been gradually crystallizing recognition that 
petroleum energy was vital the Canadian consumer and that, such, 
trade petroleum and its products was virtually free. have then, 
petroleum, comparatively freely traded commodity, one which the 
movement crude and product internationally not unduly inhibited 
customs duties. 

Recently, however, the United States imposed so-called voluntary 
system import quotas. may that these quotas are going 
made mandatory and more intense, thus breaking the long tradition 
comparative free trade. this occurs, the development will have pro- 
nounced effects the employment-creating aspects the international 
exchange energy, that is, the international flow capital for pur- 
poses oil development. 

Along with its international characteristics trading commodity, 
oil development early required the international movement capital, 
the latter part the 19th century, own company found necessary 
abroad capital. This was not because Canada was not producer 
capital, which was, but because Canada’s growth possibilities were 
outrunning its pocket. similar state affairs developed Canada 
the early years the 20th century and again the years since the 
end World War II. all these periods there have been large infusions 
capital from abroad into Canadian industry. respect petroleum, 
the principal supplier capital has been the United States. 

But Canada has means been the only area where international 
capital has financed the development the oil industry. the turn 
the century British capital was developing the Iranian fields. Not long 
after, American, British, and Canadian capital turned such areas 
South America and the Middle East. The effect that these investments 
have had the countries making them has varied considerably, but 
number cases they have had the ultimate effect guaranteeing the 
petroleum supply the lending country. This was clear-cut the case 
British investments Ivan and other areas. The oil industry the 
United States, with its vast reserves indigenous crude, was less concerned 
with maintenance its own supply than with the extension commercial 
operations, satisfying overseas demand with overseas crude. 

The effect this investment program the countries where the 
oil development took place has been beneficial but highly varied depending 
the nature the country which the investment has been made. 
western Canada, the large-scale investment oil capital has substantially 
offset the difficulties marketing grain which Mr. Howe refer- 
red. Although recognized that substantial proportion the dol- 
lars invested crude oil exploration must spent specialized Ameri- 
can-made equipment, there remains powerful incentive produce what- 
ever possible near the exploration site can arranged. This 
provides direct and powerful stimulus local industry. 


Accurate estimates the expenditure capital for oil development 
are difficult and are probably only accurate broad terms and for com- 
parative purposes. The figure given the Chase Manhattan Bank study 
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the decade indicates world total expenditure $56 billion, 
with the funds being American origin. 

The same organization, looking the next years, that is, the 
years ending December 31, 1965, expects total expenditures the free 
world reach $115 billion, roughly double the outlay for the 1946-1955 
decade. 

far Canada concerned, our own calculations are somewhat 
similar. estimate that from the beginning 1946 the end 1957 
(12 years) capital expenditures Canada for oil development have totaled 
just under billion. Our forecasts indicate that least much again 
will have been invested within the next five years; that is, our rate 
capital requirement will also double would others the free world. 
expect that proportion this money will internally generat- 
through the operations the oil industry Canada, that is, the 
deferment dividends, but that substantial quantities new American 
capital will still needed. 


expect that Canada will continue favored location for 
American investment. Not only our geology favorable but offer pol- 
itical security and the institutions which make investment easy. this 
not merely mean banks and stock exchanges, important though these 
are. What referring the fact that, while Canada does not nor- 
mally grant large concessions bring the outside investor, neither does 
set conditions which make impossible for him take his money 
home again! The exclusive right seek oil over large area super- 
ficially extremely attractive. But the concessionaire who fails find oil 
who wishes puli out for any other reason will likely not find 
that cannot recover much any the investment has made. 


Canada the foreign investor receives clear title any leases 
other assets may hold and free dispose them sees fit 
sale farm-out agreement. This state affairs virtually identical 
the conditions the American investor meets with home, conditions which 
not only give him the maximum freedom movment but ensure the max- 
imum exploration activity prospective areas. 

Canada the financial climate works strongly maintain interna- 
tional investment and hence international employment. While this ap- 
plies most strongly the relationship between Canada and the United 
States, the investment-stimulating quality the oil industry undoubtedly 
extends worldwide. There are still great many areas which have pros- 
pective foreign crude oil production, and there are great many areas 
which can greatly profit the increased use mechanical energy. 


There really only one factor which shows any possibility overcom- 
ing and defeating this investment-employment pattern, and this factor 
the American import quota its equivalent other countries which 
referred earlier. All investments ultimately have off their 
own fruit. The fruit the international oil investment dollar crude 
oil. crude oil cannot come into the United States and blocked off 
from normal markets, before long the investment dollars won’t out and 
the depression-producing spiral reduced investment, higher trade bar- 
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riers, reduced imports may repeated. This something many 
thought would never permitted happen again. hoped that 
were right. 


apparent that two things are stake arbitrary trade 
tions continue imposed. One the economic stimulus provided 
international flow investment with all that implies the 
worldwide creation employment. 


The other matter stake the increase energy use. interna- 
tional investment does not continue high rate, how are the so-called 
underdeveloped countries going make the transition the use mechan- 
ical energy which essential their economic upgrading? And how are 
reserves adequate for the needs mature countries going maintained 


think the conclusions can reach from any analysis petroleum 
and international trade are that are area where things formerly 
considered matters local importance have taken tremendous 
international significance. 


frequently alarmed the vigor the nationalistic expressions 
sometimes made Canada about external investments our country. 
These investments are all subject Canadian laws and rather than in- 
fringing Canadian sovereignty actually increase with the economic 
development that they bring. 


also alarmed, have indicated, the lighthearted resort 
quota systems the United States (and the suggestion that 
Canada follow suit) knowing that the effect quotas put ques- 
tion mark against one the major forms international investment. 
concerned, too, over the fact that regulatory bodies and other 
authorities all levels government the United States and Canada 
which have responsibility for international relations can make decisions 
which have tremendous effect international trade, international invest- 
ment, and international good will. 


All these functions are today being exercised and accepted natural 
aspects nation’s sovereignty. suggest, gentlemen, that have 
take another hard look these problems. made great start after the 
war with the Geneva agreements trade and tariffs. Since then, instead 
adding new virtues, are tending fall back into old sins. 


But not want end comments note general exhortation. 
The cause trade improvement not just ethical problem, 
problem hard dollars and cents. Even for economy big that 
the United States, the volume represented exports can critical 
these days high break-even points. American exports relation 
American gross national product may only represent 6.3%. But total 
American industrial profits relation gross sales are only 6.1%, and 
one suggests that profits are unimportant the economy! There 
doubt these days high break-even points that for many industries 
many areas the United States the existence the export market spells 
the difference between profit and loss, between expansion and contraction, 
between full employment and unemployment. 
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saying this, realize that preaching the converted. Your 

task force international marketing demonstrates the awareness the 
American Marketing Association the fact that this longer theory 
for economic classrooms, fact life for those who manage industry. 
This particularly true for these who wish promote scientific method 
marketing. Scientific marketing, any kind marketing, only makes 
sense long there are markets and the freedom supply them. 
group has greater interest conveying this message the public and 
governments, and group better equipped carry conviction, than 
the members the American Marketing Association. 
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RETAIL TRADE—CANADA AND THE 
UNITED STATES 
Dominion Stores Limited 


Perhaps the best way that can illustrate the fundamental difference 
between marketing our two countries though the story the two 
salesmen, Sam and Johnny. Sam and Johnny are next-door neighbors, and 
they get along fine together. Sam works for company that blessed 
many ways. has abundant supplies raw materials close its 
plants. served complex transportation system—rail, road, water, 
air, and even underground pipelines. Sam’s company enjoys good supplies 
nearby power—coal, gas, oil, electric; takes its choice according its 
need. also has large pool trained engineers and skilled labor. The 
potential market for its products enormous, almost 170 million people. 
This market well-integrated and homogeneous, and serviced 
modern distribution system. result, Sam’s company can afford, 
low unit cost, invest huge sums research all kinds—technological re- 
search, consumer research, even motivation research. fact, 
under the heading “design and development,” Sam’s company spends 
$10 billion year! 

Because all these favorable conditions, Sam big success 
salesman. His territory intensely populous, the distance between custom- 
ers short, and the orders are large. Sam, his own parlance, 
with personal sales running into the millions. Nobody the 
world has good! Nobody the history the world ever had 
good! 

His next-door neighbor, Johnny, the other salesman, not nearly 
fortunate. Johnny’s company has import lot commodities and basic 
materials, transport them thousands miles over mountains and prai- 
ries and bush country. Its plant here, its source away over 
there, and its materials off the other direction. Many its principal 
harbors freeze for several months the year, and its skilled labor and 
engineering pool not large. 

And its market! Sam would crazy trying cover it, because, 
while almost 4,000 miles wide, all its main cities are stretched out along 
that 4,000 miles narrow band about 100 miles wide. Population less 
than one-tenth Sam’s and effective buying income only about one- 
fifteenth, the market potential limited. Research per-unit basis 
very expensive, and production costs are high. Johnny’s company can 
afford spend only one one-hundredth (1%) what Sam’s company 
spends “design and Selling and distribution costs are 
high too, because Johnny has long unproductive hops between customers and 


*Thomas McCormack President and Director Dominion Stores 
Limited Toronto. Mr. joined Dominion Stores 1929 and 
has held various offices with the company since that time. was elected 
his preesnt post 1955. member the Toronto Board Trade. 
Mr. McCormack received his formal education the University Toronto. 


133 


his orders come gross lots campared with Sam’s carloads. 

Now, one would expect, the foregoing comparison between Sam 
and Johnny and their respective countries mean companies) that Sam 
and his family would enjoy standard living vastly superior that 
poor hard-working Johnny and his family next door. And yet, Sunday 
mornings when Sam and Johnny take their families church, they drive 
pretty much the same make and model car, their wives are dressed 
pretty much the same style modified sack, and their natural beauty has 
been enhanced the same popular brands cosmetics. And when they 
home the same kind suburban ranch-style bungalow, they enjoy 
the same chicken dinner, embellished with the same trimmings, purchased 
the same type supermarket. 

course, you look little closer, you may find that Sam’s Buick 
Roadmaster while Johnny’s only Special. Mrs. Sam’s dress may have 
expensive Fifth Avenue label, while you never heard the firm 
Toronto’s Spadina Avenue that made Mrs. Johnny’s. Sam’s bungalow may 
have one more bathroom than Johnny’s and built-in bar the recreation 
room. that Sunday chicken may roasted built-in wall oven 
that saves Mrs. Sam from having bend over the way Mrs. Johnny does. 

Sam may spend more money tobacco and alcohol and psychiatrisis 
and foreign travel, but when comes down things that really count, 
Johnny and his family not miss much. fact, has many advantag- 
es. For example, can still catch fine mess trout within reasonable 
driving distance his home, and spends good deal less his life fight- 
ing his way and from his daily job. And maybe, just maybe, while 
the job treated with little more human dignity and little less 
like human production 

How you account for this phenomenon? How has Canada, 
with its sparse population and its problems primary production, trans- 
portation, manufacturing, and distribution that are unparalleled anywhere 
the world, managed achieve standard living comparable with 
that the United States, and far above that any country the world 
including Britain and the Western European 


IMPORT AND EXPORT IDEAS 

Mr. Crawford Gordon, president Roe Canada Ltd., large 
producer Canadian-designed aircraft, recently accused Canada being 
sort Japan North America. Just about everything produce 
carbon copy something created elsewhere,” told class Canadian 
university graduates, urging them become idea men for Canadian in- 
dustry. 

Walker, the Canadian-born president General Motors Canada 
Ltd., speech Toronto last month, said that Canadians were imbued with 
the spirit trying “keep with the Joneses next door the A.” 
that true, recommend the same policy all other nations the 
world. Trying keep with the Joneses may tiring, but 
has been exceedingly good for Canada and for Canadians. 

Personally, see nothing wrong with trying keep with the wealth- 
jer Jonses, that means striving offset your natural disadvantages 
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greater efficiency and harder work. That opinion exactly what 
Canadians have done many ficlds. see nothing wrong, either, 
adopting other people’s tried and proven ideas, especially you improve 
them and make them more efficient. That opinion what Canadians 
have done with many ideas, including the supermarket. Many years 
ago Spenser said his wisdom, “Man most original who can adapt from 
the greatest number sources.” More recently your Alex Osborn 
O., the grand-daddy wrote book entitled 
Your Creative Power, which set forth number formulae for 
applying the Spenserian theory manner creative endeavor. 


year ago company opened huge new food-distribution center 
Montreal serve our 110 stores Quebec Province and the Maritimes. 
was two years planning and another year under construction. When 
the time came publicize the official opening, was suggested that 
refer the new plant “the most efficient food-distribution center 
Canada.” The vice president who had been charge the project said: 
“Listen, this plant combination all the latest innovations all the 
efficient plants the and Canada. know, because have 
studied them all. There plant the that has all the facilities 
that have. Why not call ours ‘the most efficient the continent’?” 
Someone then pointed out that our new plant was more efficient than 
anything the United States, must the most efficient the world, 
which was probably true. However, with typical Canadian modesty, 
merely claimed continentwide honors! 

Whether not our Montreal plant the most efficient the world, 
the universe, and all outer space isn’t important. Where the ideas came 
from also not important. The important thing that because its 
facilities are able get food the Canadian public lower cost than 
would otherwise possible. 


Ideas have legs, has been said, and ideas have been running back 
and forth across our common border for many years. One the best came 
across from Brantford, Ontario, this city Boston, 80-odd years ago, 
when Alexander Graham Bell brought his radical new id2a, the telephone, 
here for further research and perfection. lot more ideas crossed the 
border south-bound when the Edison family moved from Vienna, Ontario, 
Milan, Ohio, and when young Jimmy Couzens left Chatham, Ontario, 
for Detroit, destined become the man who organized the company and 
built the sales organization without which Henry Ford’s third venture 
automobile production might well have been big flop his first two— 
your late and beloved Senator James Couzens Michigan. 


lot more ideas legged across the border with Toronto printer 
named Moore who had patented sales book, and whose name has since 
become synonymous this country with efficient sales and business record 
systems. And lot ideas about successful moviemaking left Saint John, 
B., with young Louis Mayer. lot more left Nova Scotia with Dr. 
John Peter Hagen, now head your government’s earth satellite program. 


Yes, ideas have legs, and they run both ways, south well north. 
Plenty them ran north when distinguished colleague this panel, 
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the Honorable Clarence Decatur Howe, left seek opportunity 
Canada. More than any other man, his ideas made Canada major power 
World War and highly industrialized nation the years since. 


THE SUPERMARKET CANADA 

few moments ago made the statement that taken 
many ideas, including the supermarket, and made them more efficient. 
noticed that few skeptical eyebrows were raised that claim, 
will elaborate. First all should explain for those not too familiar 
with food marketing Canada that country there not the same 
sharp difference between the supermarket and the chain store that there 
the United States. your country, when the supermarket appeared 
the scene the early 1930’s, was separate merchandising 
organism, intensely competitive with the then existing food chains. 
fact, for many years the chains tried buck the supers. first, the 
chains tried ignore the supermarkets. They called them fad the de- 
pression that would away you just shut your eyes them. And 
little later the chains fought the supermarkets more actively, applying 
pressure wholesalers and manufacturers effort cut the supers 
off from supplies. 


The supermarket was not just fad the depression, course, but 
revolutionary new way get food the public lower cost. The big 
corporate chains the United States, finding that they could not lick 
the supermarkets, eventually joined them. But the meantime several 
thousands large, efficient, and aggressive supermarkets, independently 
owned and operated spread across the United States. the 755 member 
companies the Super Market Institute, 37% operate only one store and 
72% operate five stores less. 

Meanwhile, Canada the big food chains, such Dominion Stores, 
watched the birth the super and saw what happened the chains 
who tried buck them. result, quite early the game, the Canadian 
began move into the supermarket field themselves, before any 
sizeable number independent supers became established. The war held 
the development, but then the five large food chains Canada, 
those with sales excess $100 million year, have built total ap- 
proximately 450 new supermarkets. own company has built 180 40% 
these, and now has 335 stores from coast coast, with sales currently 
averaging better than one million dollars annually per store. 


Because the later development the supermarket Canada, the 
chain store and the supermarket are today virtually synonymous 
country. There are, course, some highly successful independent super- 
markets, and great strides are being made through the organization 
wholesalers voluntary chains independents operating the 
market principle. But this time the five large Canadian chains ac- 
count for almost 40% the retail food business Canada, compared with 
20% the five largest chains. 

have said, Canada the chain store and the supermarket are 
synonymous, combining the efficiencies both degree not equaled 
the United States. Proof the greater efficiency Canadian super- 
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markets seen first all the fact that they require average be- 
tween and less margin than supers, minimizing the spread 
between producer and consumer. Secondly, operating expenses Canadian 
supermarket chains average about less than the United States. 
result lower operating expenses, Canadian supermarkets average 
about net profit before taxes, compared with slightly over for 
supermarkets. short, Canadian supers take less margin and 
end with more net. that isn’t greater efficiency, don’t know what 
is! 


THE CANADIAN HOUSEWIFE 


Having compared Canadian and supermarkets, would like 
make brief comparison their respective customers, the Canadian and 
housewife. First all, the Canadian housewife has $1,000 year 
less money spend, per family average $4,284 disposable personal 
income compared with $5,274 the United States. Her Canadian family 
larger, too, averaging 3.8 members compared with 3.6 the United 
States, she has more mouths feed, more backs clothe, more all 
necessities life buy. the other hand she pay higher prices 
for many commodities, especially for automobiles, automobile operation, 
home appliances, and other durables, partly due Canadian tar- 
iffs, partly due commodity taxation, but also because higher distri- 
bution costs less populous and widespread market. Remember the 
salesman, Johnny Canuck, and his problems. 


How the Canadian housewife stretches her smaller income, the 
face higher prices, and still manages good job keeping 
with the Jonses lesson good management. Out sheer neces- 
sity she has become the shrewdest purchasing agent the world. She 
much more familiar with grades and standards than her cousin. She 
shops around great deal more. She skeptical blitz campaigns, slow 
adopt strong brand loyalty, but even slower relinquish that loyalty 
quality and value are maintained. She compares values, watches for ad- 
vertised specials, and she fully expects get her money back she not 
100% satisfied. 


When comes premiums and special deals, she just shrewd 
and discriminating. She understands that trading stamps are economically 
unsound and that she has pay higher food prices for every stamp book 
she redeems. Perhaps that why trading stamps have never penetrated 
the Canadian supermarket field any degree. Three years ago, when 
invasion trading stamps seemed imminent, warned the Canadian 
public that these deceptive little pieces paper would add 
the cost food. urged women’s organizations, labor and church groups 
study the question, predicting that they would find trading stamps about 
economically sound chain letter. 


However, give the Canadian housewife premium that she needs, 
along with product service that she needs, and she’ll weigh the com- 
bined value. it’s good, she’ll for it. One the in-pack premium 
detergents that has less than the market zoomed 16% 
the Canadian market using tea towels in-pack premium. After 
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all, the Canadian housewife needs towels, and she’s only generation re- 
moved from mother who used make them boiling the imprints out 
sugar bags! 

Let those who have applied motivation research housewives, 
seeking the hidden persuaders, beware applying such persuaders the 
Canadian housewife without study marketing differences between our 
countries and our peoples. One the most successful and best-known 
bread bakeries the United has brand name and symbol that ac- 
cording experts has deep psychological implications and influ- 
ences. Three years ago this brand invaded the Toronto area with blitz 
campaign never equaled before since. They spent half-million dollars 
introductory promotion alone, equal about cents per capita, em- 
ploying intensive coverage regular advertising medium, plus skywriting, 
Hollywood cowboys, and other dramatic promotion. Within the same month 
Dominion Stores improved the formula its private label bread, dressed 
new wrapper, and launched very modest campaign pointing out 
that the saving four cents loaf totaled $14.60 year one loaf 
day, $29.20 year two loaves day, and on. The result? three 
years our bread sales have increased 400%. The cute little psychological 
blond girl-child still around, but opinion she isn’t doing much per- 
suading, hidden otherwise. 

The lesson this story not that price the dominant factor 
moving merchandise. The dominant factor value. People are quite pre- 
pared pay extra, for extra value added, and the best proof that 
the food business. The food processor and distributor have steadily taken 
more and more the work involved transforming food the farm 
into food the table. Needless say, the extra value added has increased 
the spread between farmer and consumer, and this has given rise some 
concern among and some economists. 


However, there are two proofs that the extra value added worth 
the extra cost. The first proof the fact that despite all the intense com- 
petition for the consumer dollar today, the vast majority housewives 
Canada and the United States are quite willing pay for the extra 
value built-in maid service when they shop for food. All the raw 
primary foods are still available, and the housewife can still buy them 
unprocessed form and all the work preparation herself. She just 
doesn’t choose to. 

And why should the recent National Food Conference 
Washington, Dr. Herrell DeGraff Cornell University told study 
made 1953 the Department Agriculture. showed that the 
cost day’s meals for family four, prepared entirely home-pre- 
pared foods, cost $4.90 and took hours kitchen time. Five years later, 
using ready-to-serve foods, the same day’s meals cost $6.70 and took only 
hours prepare. Considering the great advancements food proces- 
sing since when this study was made, highly likely that the cost 
per hour considerably less today. 

Remember the famous painting Jean Francois Millet, entitled “The 
shows three peasant women following after the harvest 
crew the grain field and picking the stray kernels, carry them 
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home cook. Thank God that this day and age have been able 
emancipate our womenfolks not only from drudgery the fields but also 
from drudgery the kitchen. 


There lot misguided talk about lowering the North American 
standard living building smaller automobiles, with less horsepower, 
less styling, less convenience, just there lot criticism the so- 
frills modern food distribution, such air-conditioned stores, back- 
ground music, terrazzo floors, attractive lighting, and other things that 
make for pleasant shopping. Sure, could get around all right 
Model again, had to. And could sell food for less, out pack- 
ing cases back-alley warehouses. But the economy this continent was 
not built retrogression. was built management striving get more 
and better goods and services more and more people, lower cost, and 
sharing the resulting profits with highly productive labor force, en- 
abling achieve ever-higher standard living. will never 
back Model economy, either automobiles supermarkets. 

hundred years ago Sir Phillip Sydney said: ‘“He who shoots 
star may sure that his arrow will fall short the mark. But may 
just sure that will shoot higher than who aims bush.” 
Sir Phillip could not possibly have conceived, his day and age, that 
1958 our scientists would shooting stars, literally, and that one 
these days they will hit one. You marketing men, too, have been shooting 
stars for many, many yars. Don’t lower your sights now any Model 
bush. urge you, continue shoot the star ever-higher standard 
living for the American people. And Canadians will continue try 
our darndest keep with you. 
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STATUS MARKETING EDUCATION 
EUROPE 


Robert Seymour* 
University Illinois 


Europe, marketing science, regarded the scientific 
approach, relativly new. Some European languages not even have 
satisfactory term and have borrowed the American word. Not few 
edgeable Europeans still consider marketing and market research 
synonymous. 


The long-time regard for the liberal arts and the humanities Euro- 
pean higher education and the worship engineering and production the 
fields manufacturing and processing have produced generation after 
generation executives not greatly interested the economics distri- 
bution and the management marketing functions. But the day has ar- 
rived when production capacity can outstrip distribution capacity and the 
contribution made more effective marketing higher living stand- 
ards more clearly discerned than ever before Europe. Consequently, 
European businessmen are increasingly aware the need for the skills and 
perspective well-trained marketing executives and practitioners. 


The picture response that need institutions higher learning 
not yet clear nor complete, but can add few broad strokes today. 


VOCATIONAL EDUCATION MARKETING 

First should recognize the vocational training available quite uni- 
versally young European students. During their years compulsory 
schooling (to age 15), primary emphasis noncommercial stud- 
ies, but Holland and Ireland, for example, the students over can take 
such courses commercial arithmetic, salesmanship, display, and com- 
modity knowledge, preparatory for work distributive trades. More com- 
monly, however, the vocational training offered students beyond the 
compulsory schooling age who attend commercial and technical high schools, 
either full time part time. The part-time students are usually already 
employed apprentices and are expected take training technical 
school evening released-time basis. Some schools are supported 
wholly governmental units; others are founded and/or supported the 
trades themselves. Examples the latter are the schools organized 
Austria’s Central Association Retail Cooperative Societies, Belgium’s 
Association Professional Practitioners Advertising, Germany’s Training 
College for the Retail Trade (with short courses food, furniture, hard- 
ware, textile, and other retail fields). high degree cooperation exists 
between the government-sponsored and the trade-supported institutions. 


*Robert Seymour Professor and Associate Dean, College Commerce, 
University Illinois. From 1952-1957, was Director the Bureau 
Business Management the University During 1956-1957, Mr. 
Seymour was consultant the European Productivity Agency, Organi- 
zation for European Economic Cooperation. received his from 
Idaho, his from Washington, and his Ph. from 
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The curricula these vocational schools emphasize the how earn- 
ing living through on-the-job training combined with technical course 
work. Few courses deal with managerial problems and, therefore, the 
training seldom leads management opportunities. 


HIGHER EDUCATION MARKETING 

Full-time collegiate education business, including 20% the 
time marketing borderline subjects, offered universities such 
Graduate School Studies, Athens; University Commerce, 
Vienna; Netherlands Economics, Rotterdam; Roman Catholic 
School Economics, Tillburg; Universities Amsterdam and Groningen; 
Norwegian School Economics and Business Administration, Bergen; two 
Swedish universities business administration; and the well-known United 
Kingdom universities. All stress economics and/or business administration, 
and not marketing se. Even business administration secondary 
theoretical economics. 

Part-time college-level work more common than full time. Most 
advanced work done men business through evening and spare-time 
enrollment. One excellent example this approach the Copenhagen 
School Economics and Business Adminstration, founded 1924 and now 
serving about 2500 students beyond commercial technical high school. 
The Copenhagen School has (1) three-year day course for the Basic 
Industrial and Commercial (2) five-year evening course for the 
Basic Industrial and Commercial Degree, and (3) four-year evening course 
for the Industrial and Commercial Diplomas Banking, Insurance, Sales 
Organization and Advertising, Foreign Trade, and Auditing. The course 
Sales Organization and Advertising covers what call 
Proceeding from foundation social and business economics with statis- 
tics and commercial law for four terms, the course follows: 


Time table the 


5th term: weekly 
Basic course Marketing Theory hours 
Sales Planning and Sales Control hours 


The Organization and Technique the Danish Market hours 
6th term: 


Theory Demand and Competition hours 
Consumer Economics hours 
Seminar hours 
Sales-cases hours 
7th term: 
Sociology and Personnel Relations hours 
Mass Communication and Advertising hours 
Seminar hours 
8th term: 
Marketing Analysis, Cases included hours 
Law Competition hours 
Seminar III hours 


Training the Field Marketing Denmark,” report 
survey Dr. Arne Rasmussen, Commercial High School Copenhagen. 
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Four outstanding marketing men with whom became acquainted while 
working Europe were graduates the Copenhagen School. One 
leading marketing and research consultant Norway; another general 
sales manager for Norway’s largest appliance manufacturer; the third 
heads the Danish Productivity Center and formerly headed the Distribution 
Section, European Productivity Agency, Paris; and the fourth one Den- 
mark’s most sucessful marketing and sales consultants, with bluest the 
blue-chip All these men have earned international reputations 
marketing. 

Schools this type are providing successful marketing education pro- 
grams Paris, Turin, Palermo, Athens, Vienna, Oslo, Bergen, and other 
major centers, the same time these represent minority all the 
fine universities Europe. Only relatively few are giving marketing 
training with the management perspective now found generally the 
United States. Many continue report, “No courses marketing.” 


Time permits mere mention the marketing education activities spon- 
sored associations wholesalers, retailers, and industry groups 
manufacturers, offering advanced work for middle and junior executives. 
For example, the Norwegian Wholesalers Association has executive courses 
Marketing, Sales Management, Psychological Aspects Distribution, 
Market Research, and Management Distribution. The association also 
has staff consultants, and good ones, working directly with members 
their marketing effectiveness, raising the general level performance 
executives wholesale organizations. 


Significant progress marketing education comes from number 
executive development programs European institutions, although the 
studies are not, course, directed exclusively toward marketing. The 
minstration Staff College, Henley-on-Thames; the Nestle program 
Lausanne; the university programs Geneva, Brussels, Ghent, and other 
cities are strong contributcrs top-management development. had the 
privilege conducting session marketing and motivation research 
the University Brussels, whose successful program headed Profes- 
sor Dassel, also executive the 14-unit chain department stores, 
L’Innovation. 


session marketing management was conducted the Executive 
Program the University Ghent, under Vlerick, whom re- 
gard one Europe’s most astute business educators. Executive develop- 
ment programs the United States are attracting European business 
leaders larger numbers each year, and thus marketing practiced here 
given impetus when the men return home. 


SUPPORTING DEVELOPMENTS 


Europe looks the United States for leadership marketing. Two 
types international education through the European Productivity Agen- 
are special pertinence. Type programs send European business- 
men, consultants, and educators tours from three weeks one year 
for study American distribution theory and practice. Type programs 
send American marketing men Europe conduct seminars and other 
training activities with European businessmen. These are sponsored local- 
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the productivity center each country, usually cooperation with 
trade and professional groups. Both and types are fruitful, but es- 
pecially the one bringing European educators America for training 
American educational methods, because this has the greatest impact 
the coming generations marketing thinkers. 


Marketing education has strong support from the local productivity 
groups each western European country. Every has specialists 
marketing. The ones with whom worked Norway, Denmark, Hol- 
land, Belgium, and Italy would qualify leaders marketing wherever 
they might be. The day-to-day programs which they carry for their 
respective business groups are consistently constructive. Good backing 
comes from the European Productivity Agency specialists Paris. 


few months before the three-man team which was member 
went Europe, excellent groundwork had been laid other Americans 
such Professor Hawkinson Northwestern University and William 
“Cat” Gordon, Executive Director the American Marketing Association. 
Both had recently made tours major European centers talking market- 
ing men. Having followed them, could observe the extent which their 
visits had produced new appreciation for marketing profession and 
new desire participate marketing educational activities. Both men 
made more friends than probably even they know, which evidences the 
receptivity marketing men and ideas Europe today. 


CONCLUSION 


The status marketing education Europe, especially regards 
the management marketing activities, closely related the status 
marketing itself. can said emergent. There progress ap- 
parent selected institutions, but the surface only scratched. Both 
the need and the opportunity for skilled marketing performance and per- 
spective are being recognized, particularly with the inauguration the 
European Economic Community, the so-called Common Market. 
opinion, the advances European marketing and marketing education will 
henceforth rapid. 
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THE STATUS MARKETING EDUCATION 
THE MIDDLE EAST AND EGYPT 
Aziz Sherbini* 
Khartoum University 


The teaching marketing Africa and the Middle East differs 
widely from one country another. reasonably acquainted with the 
status marketing education Egypt, Sudan, Libya, Iraq, and Lebanon. 
none these countries marketing education given much attention. 
This definitely not due the insignificance the marketing factor 
the economic development these countries. Indeed, important United 
Nations’ publication explicitly states that inadequacy probably 
the principal immediate deterrent the expansion local manufactur- 
ine.” 

the face urgent needs for marketing reforms, one may wonder 
why marketing education such backward stage these countries. 
answer this question, must point out first that almost all the universities 
and colleges the above countries are state-owned and, therefore, are 
influenced great extent state policies. The state usually produc- 
tion minded. All effort often directed into those channels that result 
increase the production material goods because the supply 
material goods normally equated with higher standard living. 
follows that responsible administrators the above countries are not very 
enthusiastic about encouraging sponsoring elaborate education market- 
ing. Instead, major emphasis devoted other fields, such engineer- 
ing, medicine, agriculture, science and forth. 

Top state officials are also suspicious about the results marketing 
reform. The marketing system provides form unemployment relief. 
Increasing marketing efficiency may require moving part the labor force 
engaged marketing other economic activities, But the alternative op- 
portunity for labor engaged marketing may unemployment em- 
ployment lower real return than marketing. 


Marketing education the above countries also heavily influenced 
the existing staff the universities these countries. For instance, 
great progress has taken place Egypt, relative other Middle Eastern 
countries, simply because the availability staff members who were 
trained American business schools. 


UNIVERSITY CURRICULUMS 
all the countries stated above, with the exception Egypt, there 
such thing formal course marketing. However, marketing 


Aziz Sherbini member the Faculty the University 
Alexandria and currently leave Professor the Economics 
Department Khartoum University, Khartoum, Sudan. Mr. Sherbini re- 
ceived his from the University Chicago and his Ph. from the 
University Iowa. 

‘United Nations, Department Economics and Social Affairs, Processes 


and Problems Industrialization Underdeveloped Countries (New 
York, 1955), 11. 
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sometimes embodied other courses. For instance, the Sudan the 
Faculty Economics and Social Studies offers course Economic Or- 
ganization which involves, among other things, one quarter teaching 
marketing. The approach used this course basically institutional, 
dealing with such subjects retail and wholesale institutions, cooperatives, 
organized markets, and the like. 


Egypt the position different. The College Commerce the 
conventional institution which marketing taught. Such college usual- 
comprises four major departments: Business Administration, Account- 
ing, Statistics, and Economics. The first department organized along 
three basic lines: Production, Marketing, and Finance. These however, 
not stand separate departments, there really such thing 
marketing department. 


typical marketing curriculum Egypt comprises general course 
marketing, course sales management marketing policies, 
course advertising and course forecasting marketing research. 
These are usually one semester courses, and they lack integration and bal- 
ance, especially with reference other subjects. For example, students 
often take their forecasting marketing research course before having 
acquired adequate statistical background. 


NEED FOR FURTHER DEVELOPMENT 

common weakne3s present marketing curriculums Egypt that 
they are alien the Egyptian environment. For instance, students are 
often given considerable details about chain-store and mail-order opera- 
tions, whereas such institutions not exist Egypt. Heavy reliance 
marketing teachers upon American marketing texts has brought about 
this dilemma. There is, therefore, great need for material and text- 
books that springs from the local environment. 

The case-study approach, which has proved very useful the 
United States, slightly used Egypt. This due basically the lack 
cooperation the part businessmen and industrialists, 
common phenomenon most the countries the Middle East. Busi- 
nessmen also not seem appreciate the value research and formal 
education marketing and management. All this calls for considerable 
effort educating businessmen and bridging the gap between the univer- 
sity and the business world. 


Another difficulty the teaching marketing the above countries 
the limited use the institutional approach. Although this approach 
has proved great help the United States best suited 
situations where the marketing institutions have exhibited considerable 
change over the years. This not the case the underdeveloped countries 
the Middle East. most instances little change has taken place 
the character and operations marketing institutions. This difficulty 
throws most the burden the functional and commodity approaches 
the teaching marketing. 


PROSPECTS FOR FUTURE DEVELOPMENT 
The need for well-trained marketing men will undoubtedly grow the 
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above-mentioned countries become increasingly developed. The forces 
the market will eventually call for the initiation revision existing 
marketing curriculums order conform the needs the business 
environment. 


But must always remember that the division labor 
the size the market. The limited size the domestic market probably 
requires well-rounded grasp such diversified fields marketing, 
finance, production, statistics, accounting, economics, and the like. The 
domestic market probably too small afford the services hundreds 
advertising specialists marketing research experts. 

such, the expansion marketing curriculums must hand hand 
with the growth market size. This technical limitation the 
prospects rapid development marketing education underdeveloped 
countries. 
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STATUS MARKETING EDUCATION 
SOUTH AMERICA 


Harper Boyd, Jr.* 
Northwestern University 


would obviously impossible discuss the current status mar- 
keting education any area the world without first pointing the 
environmental needs. Certainly the general economic condition determines, 
considerable extent, the presence well the nature and scope 
any educational offerings. This too big and complex subject 
discuss, but your attention invited the following: 


The industrial development South American countries con- 
siderably behind that the United States, with the possible excep- 
tion the extractive industries. Emphasis placed primarily 
industrial and agricultural production, not marketing. 


Per-capita income relatively low any standards. Venezuela, 
which very wealthy South American country, had 1956 per- 
capita income about $700. 


substantial part the population bare subsistence level. 
Venezuela estimated that least one-third all households 
are out the market for all manufactured goods. The middle 
class not large, although one emerging. 

The literacy rate low and but small fraction the population 
are grammar school graduates. Venezuela only about 10% 
the total population are high school graduates. 


Imports are important part each South American country’s 
economy. 1956, Venezuela imported over $1.1 billion, which 
machinery and apparatus accounted for 33% and metal products, 
including consumer durables, another 25%. 


view the above, obvious that the South American countries 
have far different need for marketing education than here the 
United States. This not say that they have need, since there 
urgent need for the development sound and low-cost marketing 
system. There some doubt whether marketing has kept pace with 
the progress made the other sectors the economy. Certainly there 
great shortage skilled marketing personnel, since almost all the 
trained people into production, government, professional work. Mar- 
keting, trade, lacks social dignity and not well regarded career. 
leading South American economist told recently that was convinced 


*Harper Boyd, Jr., Professor Marketing and Chairman the 
Marketing Department, School Commerce, Northwestern University. 
1948-1952, was Research Director the Market Research Corporation 
America. has also served consultant Creole Petroleum the 
organization management development program Venezuela. Mr. 
Boyd holds from Beloit College and and Ph. from 
Northwestern. the author and co-author numerous articles and 
publications, 
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that the over-all productivity his country’s economic system could 
increased substantially, literally overnight, the entry small group 
professional marketing men plus some rather simple training retail 
store personnel. 

Business administration courses are not new South America. 
Brazil, both Sao Paulo and Rio Janiero, university courses admin- 
istration are offered, although such courses are primarily oriented towards 
public Buenos Aires, Argentina, the university has 
numerous economic and actuarial courses. Generally speaking, marketing 
receives little emphasis the curriculum any the South American 
schools. Those marketing courses which are present tend cencentrate 
heavily agricultural marketing, cooperatives, economic geography, trans- 
portation, and descriptive statistics various market areas. 

Let describe briefly the curriculum and the content the market- 
ing courses offered the Central University Caracas, Venezuela. the 
area under discussion, the university divided into two major divisions, 
the Faculty Economics and the Faculty Humanities. The latter 
divided into the departments history, psychology, education, philosophy, 
and literature. The Faculty Economics divided into sociology, busi- 
ness administration, economics, statistics, and international trade. The 
business administration turn segmented into public account- 
ing and business administration. The latter has about 600 students who re- 
ceive diploma the end four years satisfactory work. The busi- 
ness administration curriculum approximately follows: 


First Year 
History commerce 
Applied mathematics 
Accounting 
Business law 
English 
Business economics 
General economic geography 


Second Year 
Accounting 
English 
Economic geography Venezuela 
Business economics 
Business law 
Statistics 


Third Year 
Cost accounting 
Corporation finance 
Marketing 
Labor Law 
Public administration 
Seminar 
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Fourth Year 
Business administration 
Finance 
Organization 
Industrial relations 
Fiscal policies 
Seminar 


The above curriculum would, the surface, appear not too dissimilar 
the curriculum some our schools business except for. the 
complete lack some the humanities. There is, however, considerable 
difference the course content and study materials. 


The first marketing course oriented heavily towards agricultural 
marketing, cooperatives, and the history marketing. Little attention 
paid channels distribution, advertising, product and product line, 
personal selling, and price. Although students have had two years 
English, little readings this language are assigned. Because the 
paucity subject materials Spanish, the student relies almost exclusively 
lecture materials. The second course marketing deals with the struc- 
ture the Venezuelan market and largely concerned with presentation 
what statistical data are available regarding such subjects population, 
transportation, retail trade, wholesale trade, and agriculture. 


The imported marketing education specialist can make real contribu- 
tion the development the economy any South American country 
will first analyze the needs that country relative marketing. Much 
education needs take place among government officials and high-level 
business executives make them understand and appreciate the progres- 
sive influence competition, the importance the middle class, the role 
marketing exerting influence the production units, and the ways 
which marketing efficiency can increased. 


Management training programs not unlike those offered many 
universities the United States appear excellent device stimu- 
late thinking about the role marketing the economy and its importance 
the firm. Certainly some kind sample program for retail store 
personnel would also pay large dividends. 
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REPORT THE TASK FORCE 
INTERNATIONAL 


MARKETING 


PRELIMINARY RECOMMENDATIONS FOR THE 
AMA PROGRAM INTERNATIONAL 
MARKETING 


John Fayerweather* 
Harvard University 


The purpose this meeting provide forum for the comments 
members the AMA the international marketing activities the As- 
sociation. The Task Force International Marketing was set 
President Phelps December 1957 review the international marketing 
activities the AMA and report the Executive Committee its recom- 
mendations for future program this field. task force men 
and women has been exploring the problem since that date, and expect 
complete our study within the next month. Six major areas have been 
reviewed, and you will shortly hear the reports each those areas. 
Chairman the Task Force will briefly outline our over-all conclusions 
date. 


OBJECTIVES 


believe that the AMA should have expanding international pro- 
gram. The foreign sales U.S. companies now total over $50 billion an- 
nually, including exports and goods manufactured abroad. The interest 
people learning about the marketing methods other countries 
high level and steadily increasing The Association has substantial 


membership outside the United States. All these factors seem clearly re- 
quire strong international marketing program. The over-all objectives 
the program should serve the interests the membership the in- 
ternational field contributing the growth competence marketing 
skills and helping expand the flow international commerce. 


CRITERIA FOR ACTIVITIES 


are acutely aware the tendency propose multitude worthy 
activities and then fail execute them effectively. feel that, view 
the magnitude the international field and the limited segment 
the membership now involved it, imperative hold firmly within 
the bounds feasible accomplishment the number activities proposed. 
first test feasibility, activity should not undertaken unless 
there least small nucleus members who have strong interest 
and who are position carry fruition. 


ORGANIZATION 
believe that three basic organizational provisions are vital 


Fayerweather presently Adjunct Associate Professor Inter- 
national Business Columbia. Prior this assignment, was Assistant 
Professor the Graduate School Business Administration, Harvard Uni- 
versity. Mr. Fayerweather has been associated with management projects 
among Mexican, Canadian, and American executives. has from 
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effective international program. First, large measure the productive 
work the Association will come from the activities groups ener- 
getic members with common interest special area. must, therefore, 
assure that organizational homes are provided for these groups and that 
they have the encouragement and facilities pursue their interests. This 
calls for specific committees and subcommittees located the over-all 
structure that they are able function effectively. 


Second, the continuing growth and general effectiveness the program 
requires that there some focal point within the AMA organization for 
international activities. There must one organizational group with 
over-all concern for the area which capable providing coordination, 
leadership developing new activities, and consultation with the senior 
leadership the Association international matters. 

Third, there must attitude interest and support from the of- 
ficers and Board Directors assure that worthy ventures will receive 
encouragement and help. 


SPECIFIC PROGRAMS 


These things regard the fundamentals upon which any interna- 
tional program must built. Now the representatives the teams which 
have been studying the six specific areas will make their reports. 
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REPORT SUBCOMMITTEE 
MARKET ANALYSIS FOR INTERNATIONAL 
OPERATIONS 
Harvey Smith* 

International General Electric Company 


OBJECTIVE 


foreign sales have become big business for ever-increasing 
number U.S. companies, marketing research and planning have acquired 
important status the management international operations The 
task the team studying this area determine how the AMA may 
serve U.S. international operations developing and utilizing the skills 
marketing analysis.” 

interpreted the nature our task expressed above purely 
determine how instead what. Aside from this restricted in- 
terpretation our function were unable, because the short time avail- 
able, obtain the views least sample the total membership. 
Thus our report reflects only the personal opinions the team members, 
based our interpretation the views voiced limited sample the 
members the New York Chapter. 

basic question resolved is: “Will the AMA activities the area 
international operations limited stopgap function until the devel- 
opment alternative International Marketing Association, will they 
expanded that may make the formation such specialized or- 
ganization not expect complete answer early 
date this question. Whatever the answer shall shall determine the de- 
gree which can incorporate overseas market research practice into 
our activity. 


RECOMMENDATIONS 
Assuming favorable answer this question, the problem how best 
serve U.S. international operations the area market analysis offers 
several possible approaches. The major recommendations for action follow: 
Incrementation AMA activities the area international mar- 
ket analysis by: 
increasing special project activities problems common in- 
terest the membership; 
intensifying the amount discussion activities problems 
specific interest international market analysts; 
allotting more space all AMA publication activities items 
interest international market analysts. 


*Harvey Smith Market Analyst—Producer Goods, Consumer Goods Ex- 
port Department for International General Electric Company. started 
his business career with General Electric Company 1941 and later joined 
International General Electric Company. Mr. Smith member the 
National Foreign Trade Council. holds from Syracuse, 
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Expansion AMA membership among the ranks professional 
and business executives whose responsibilites extend lie solely 
within the area international marketing operations. This expan- 
sion can sought three main directions: 


among the members the organizations currently represented 
the AMA roster but who have not yet joined the AMA; 
among the members international organizations not yet rep- 
resented the AMA roster; 
among the members American and foreign organizations operat- 
ing abroad. 


Specifically the area international market analysis, would 
recommend: 


Cataloging sources Foreign Market Data 
central file domestic and foreign sources market data would 
most welcome and valuable contribution the problem in- 
ternational market analysis. The value such file sources 
would increase the file included directories international re- 
search organizations, statisticians, and marketing and economic anal- 
ysts. 


Intensification Discussion Activities 
basic need the international market analyst know 
all times: 


what kinds data are available about what countries; 


from what sources and how good these data are; 


how these data can put use specific problem mar- 
keting situation. 


fill this need, would extremely useful review, reorganize, 
and increase AMA discussion activities focus more directly problems 
specific interest the international market analyst. this end, may 
helpful conduct specialized seminars, forums, and other forms dis- 
cussion medium present case histories specifically selected serve 
the basic need the analyst keep abreast developments the area 
marketing data and intelligence, well new uses, methods, and 
techniques render these data useful his function. has been suggest- 
that there exists present need for regional international market- 
ing conference, perhaps held New York the year 1959. 


Allotting More Space the AMA Publications 

The same valuable function that the AMA publications perform for the 
domestic market analyst can performed for his international counter- 
part increasing the coverage items international interest. 

the area expansion AMA membership, increasing participation 
among those active and otherwise interested the international market 
perhaps one the most constructive ways for the AMA serve U.S. in- 
ternational operations and should prime objective along with the in- 
tensification its other specific activities the international field. 


Present membership from the ranks professional and business ex- 


q 
ing 
red 
in- 
ail- 
hip. 
ers, 
the 
rea 
hey 
into 
best 
fers 
low: 
nar- 
In- 
Ex. 


cutives whose responsibilities extend to, lie solely within, the area in- 
ternational marketing operations represents small portion the total 
AMA roster. 


There evidence indicating that among those organizations operating 
both the U.S and abroad the domestic operation more likely 
represented the AMA roster than the overseas operation. where 
both the domestic and the overseas operations are represented the domes- 
tic likely more heavily represented than its international counter- 
part. 

The membership drive might aimed recruiting more members 
from the overseas international operations present members. Such 
new members might recruited enlisting the aid the AMA members 
the domestic operations urging them bring their counterparts 
the overseas operations their organizations. 


Foreign organizations operating the foreign government 
trade bureaus, tourist and purchasing offices, consular and diplomatic re- 
presentations, might prove fruitful source members that would de- 
rive great benefit from the AMA activities. Branches, affiliates, and sub- 
sidiaries American organizations abroad and foreign organizations op- 
erating solely abroad offer unique membership potential and merit special 
attention. Foreign and American members residing abroad can contribute 
substantially the effectiveness the AMA program international 
activities, and require and undoubtedly deserve special considerations, such 
reduced membership rates and facilities pay their own currencies. 
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REPORT SUBCOMMITTEE COMPARATIVE 
MARKETING 
Robert Bartels* 
Ohio State University 


The work this subcommittee has been based upon the following hy- 
potheses: (1) that the marketing systems and practices various coun- 
tries differ, (2) that the differences among them are not evidence that one 
“right” and another “wrong,” and that these existing and longstand- 
ing differences should understood United States exporters are mar- 
ket most successfully abroad, aid given other nations assist 
them self-development, and the academic branch the marketing 
profession develop set marketing principles with universal ap- 
plicability. 

The subcommittee has therefore defined the area its interest, com- 
parative marketing, follows: the systematic study, national 
broader regional basis, the socio-economic and business 
activities related the distribution goods and services from producers 
consumers. 


important aspect this definition the fact that comparative mar- 
keting not merely the description foreign marketing practices; 
study marketing its environment. Prevailing practices, therefore, 
are not merely described, but they are presented with basis for analysis 
and explanation their existence. 

That such knowledge the marketing practices every other 
country would useful needs little emphasis. For businessmen would 
serve background for more detailed foreign market research; would 
basis for the establishment many kinds production and distribu- 
tion policies. For educators would serve enrich the basic course 
domestic marketing affording opportunity make significant con- 
trasts; wou'd afford material for separate courses comparative mar- 
keting international marketing curricula are expanded; would stimu- 
late graduate seminars, perhaps conjunction with other behavioral sci- 
ences, and suggest valuable dissertation topics; and would stimulate in- 
ternational and interlingual communication among educational centers. 


RECOMMENDATIONS 
achieve these objectives, the subcommittee makes three recommen- 
dations: 
That the fact made more widely known through channels the 
AMA that there such interest area comparative marketing. 
facilitate this, article being prepared members this sub- 


*Robert Bartels Professor Business Organization the Ohio State 
University. Mr. Bartels has also taught the Universities Washington, 
California, and Colorado well the University Salonica 
Greece. the author numerous articles. Mr. Bartels received his 
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committee which will submitted the Journal Marketing. 


That channels established for the collection factual information 
about marketing other countries. facilitate this, members 
this subcommittee are proceeding contact individuals number 
countries who might supply such information for their area. 


That the long run several projects such the following might 
undertaken: establishment library cross-reference cataloging for 
comparative marketing, encouragement prospective writers 
articles the subject, and the international exchange information 
comparative marketing through International Marketing Year- 
book. 
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REPORT THE SUBCOMMITTEE 
IMPORTING THE UNITED STATES 


Endel Kolde* 
University Washington 


SUMMARY FINDINGS 


From among the problems cited the respondents this Committee’s 
inquiries, the following broad areas appear demand AMA attention and of- 
fer both challenge and opportunity for professional and scientific advance- 
ment. The opinions expressed are those the respondents; the Committee 
has not attempted screen the opinions the basis factual accuracy 
its own collective judgment. The Chairman the Committee respon- 
sible for the designation problem areas and the corresponding classific- 
ation results. 


National Policy and Government Regulations 

The U.S. Government policies are believed one the greatest im- 
pediments importing into this country. Ambiguity objectives and un- 
predictability interpretation increase risks and costs import business 
and adversely affect its volume, stability, and growth. 

Uncertainties respect valuation, classification, and rates duty 
are more destructive than the absolute levels tariffs because they prevent 
orderly planning and entry new products. The escape clause, especially 
its potential rather than its actual use, and quantitative import controls are 
also considered serious barriers imports. 

workable solution these complex problems, often beclouded 
prejudice and political expediency, requires objectivity, competency, and con- 
sistency, which professional organization such the AMA better equip- 
ped provide than political bodies other nonprofessional groups. 


Channels Distribution 

Regarding the nature, functions, and relative importance different 
marketing institutions engaged importing, wide variety opinions 
exist. appears that this conceptual chaos stems part from insufficient 
attention paid the topic marketing literature, particularly standard 
textbooks, and part from the changes the patterns in- 
ternational business that have evolved since World War II. 
Facilitating Agencies 

Same above. 
Development Overseas Suppliers and Products 

Adaptation foreign products the U.S. market considered ma- 


*Endel Kolde Associate Professor the College Business Adminis- 
tration, University Washington. Before coming the United States, 
was Junior Partner with Valmet Co., Importers and Exporters, Es- 
tonia and Financial Editor for Balansboken (Publishers) Sweden. Mr. 
Kolde holds from National Military Academy Estonia, 
from Stockholm School Economics, and from the University 
Washington. 
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jor problem American importers, distributors, and dealers. Effective 
adaptation requires systematic study product potentialities and dif- 
ferences market requirements between the U.S. and the country or- 
igin each individual case. Most importers are small and medium-size 
concerns which cannot afford adequate research staffs and facilities for such 
analyses. Outside consulting services are generally difficult obtain and 
prohibitive cost. result, most import products are selected the 
basis trial and error. This problem compounded the reluctance 
foreign producers and exporters cooperate with U.S. companies prod- 
uct analysis and modification. 

Another group factors-that complicates selling, service, and replace- 
ment imported products includes international differences the systems 
weights and measurements, legal requirements, and customary standards 
size, shape, composition, voltage, marking, etc. These interfere with 
normal business procedures and complicate importing lines, such me- 
chanical goods, parts, foods, construction materials, and apparel. 


Three courses action are indicated remedy this situation: 

First, education foreign exporters the nature and requirements 
the American market, especially the differences that exist between the 
U.S. and various other countries respect consumer preferences, mar- 
keting institutions, business practices, and other factors that affect the sal- 
ability foreign goods. 

Second, improvement standards and procedures product research 
and adaptation they apply import merchandise. 

Third, promotion international standardization both physical and 
commercial measures and procedures. (Adoption the metric system 
the believed imperative for successful standardization 
weights and measurements.) 


Import Buying 

Principal problems buying from overseas sources consist American 
buyers’ limited background foreign languages and foreign business- 
men’s unfamiliarity with U.S. requirements. result, purchasing 
finished products shopping and specialty goods categories often func- 
tionally divided between the foreign representative’s providing what may 
called commissionaire services and the U.S. buyer’s making the selection 
and determining the quantities ordered. This means duplication ef- 
fort, discontinuity supply, and higher costs acquisition. 


Imports many products are handicapped varying standards 
transport services and packing. The need for using several different car- 
riers and for reloading adds risks delay and damage transit. 
Therefore, prevent outs and shortages, importers are compelled carry 
higher reserve inventories, buy larger lots, and schedule their purchase 
orders for longer periods advance than their domestic competitors. 


Costing and Pricing 


Because ambiguities product classification and tariff levels, im- 
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porters many products find extremely difficult determine landed 
cost their foreign purchases before the goods have been actually cleared 
through the U.S. Customs. This hampers the promotion and selling the 
merchandise, creates idle inventories for prolonged periods, and increases 
risks obsolescence. 

Another serious problem stems from foreign exporters’ practices 
quoting what may termed “crystal-ball prices” which bear little resem- 
lance their costs and final invoice figures. Additional costing problems 
are encountered when transportation rates change after the order has been 
placed but before the shipment made. 


Advertising and Promotion 

Problems this area fall into three categories: 

First, those stemming from American advertising agencies’ unfamil- 
iarity with the background and promotionally essential qualities foreign 


products which reduce the effectiveness U.S. importers’ advertising ex- 


Second, foreign exporters engaged direct distribution the U.S. 
market frequently find difficult bridge the differences that exist 
respect media availability and coverage, appeals, and agency services be- 
tween their own country and the 

Third, instability supply and variations product qualities discour- 
age systematic, continuous campaigns necessary for creating consumer 
acceptance and stabilizing brand preferences for import products. 


Executive Development and Personnel 

Systematic programs for developing executive personnel appear 
rare import business, except large concerns. College curricula are con- 
sidered utterly inadequate for preparing students for executive positions 
importing because insufficient training, primarily import marketing, 
finance, cost analysis, international business relations, and foreign langu- 
ages. 


10. Coordination and Integration Importing and Domestic 
Business Activities 

Difficulties synchronizing managerial controls, criteria for executive 
promotion, and marketing practices are indicated companies engaged 
both domestic and foreign operations under centralized management. 
Other problems include incongruities legalistic requirements between 
the U.S. and different foreign countries concerning organization, 
executive authority, and taxation. 


11. Other Problems 


During the course this study, became apparent that (a) very few 
importers belong the AMA and (b) experience and competency im- 
porting problems are rare among AMA members. result, this whole 
area marketing now largely excluded from the AMA activities. 


RECOMMENDATIONS 
the light its findings, the Committee Importing recommends: 


that organizational unit established the AMA develop 
and supervise program import marketing management: 

that concerted effort made interest importers AMA mem- 
bership and activities; 

that research encouraged the area importing; 

that efforts made broaden marketing offerings schools and 
colleges include importing institutions, methods, and principles; 

that all international organs the AMA stress the dissemination 
information among foreign exporters regarding the nature and characteris- 
tics the market, particularly its institutions, methods, and practices. 


that the AMA take active part international standardi- 
zation special committee for this purpose seems highly desirable) 

that consideration given AMA’s role customs simplification 
and other regulatory matters affecting imports the United States. 

The committee believes that early implementation these recom- 
mendations imperative the AMA expand its activities the 
field international marketing and fulfill its international respon- 
sibilities. 

This opinion based the observation that the consistent disequili- 
brium U.S. world trade and the need for foreign economic aid are both 
directly related the volume U.S. imports and that this volume cannot 
materially increased without basic improvements marketing methods 
and practices used exporters this country. 

This presents not challenge which the AMA must accept but also 
unique opportunity contribute the advancement marketing 
area vital world trade and international economic relations. 
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AMA PROGRAM FOR FOREIGN INQUIRIES 
AND VISITORS 
Donald West* 
McCall Corporation 


Based upon own past expereince and current thinking plus dis- 
cussions and correspondence with several people, conclusions briefly are: 


advance the science marketing internationally, the American 
Marketing Association has very real interest doing everything pos- 
sible aid foreign visitors interested studying American market- 
ing methods. this goes beyond advancing the science marketing. 
has its strong political aspects, too, which need not discussed here. 


The American Marketing Association should not into the busi- 
ness handling and recruiting teams; this already being done exist- 
ing agencies. should cooperate with these agencies every way 
possibly can further their work. 


The American Marketing Association should have strong and ac- 
tive International Marketing Committee organized along lines similar 
the present “Task Force” with subcommittees responsible for specific areas. 


each AMA Chapter there should member who directly 
indirectly interested the international field appointed contact for 
handling visitors and inquiries his chapter area. This chain contacts 
across the country could invaluable the chairman and/or our central 
office our international activities. Organization this function will, 
course, depend large part upon final over-all organizational recommen- 
dations made the Task Force. 


Unless central staff expanded, distribution the work load 
this field now carried the central office Chicago needed. This could 
done effective organization and stronger, more active international 
interest key major chapters across the country, such Boston, New 
York, Philadelphia, Washington, Cleveland, Cincinnati, St. Louis, Milwau- 
kee, Los Angeles, and San Francisco. 


The area and inquiries” one interest and im- 
portance where individual members and the Association can make valuable 
contribution international marketing and good will. Also two-way 
street; too can learn from those whom try help. 


West Director Marketing Research and Assistant Ad- 
vertising Manager Redbook Magazine, McCall Corporation. 
member the Distribution Committee, United States Council, International 
Chamber Commerce. Mr. West received his Sc. from Northwestern, 
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AMA POLICIES RELATIONS ABROAD 


Laurence Dowd* 
University Michigan 


Three distinct aspects the AMA Activities Abroad Subcommittee 
quickly became apparent. They were: (1) means promotion AMA 
membership foreign countries; (2) internal organization AMA en- 
courage most effectively the necessary expansion the AMA objective in- 
ternationally, and (3) specific activities which AMA might undertake. 
Each these subjects involved several possible alternatives which required 
careful consideration. 

Your subcommittee quickly realized that simple answers existed; 
hence, unanimous recommendations could made the International 
Task Force whole for possible reference the AMA Executive Com- 
mittee. Rather, was believed the best approach was present the al- 
ternatives with expressions opinion the relative desirability each. 


PROMOTION AMA MEMBERSHIP FOREIGN COUNTRIES 


Major alternatives suggested were: (1) change policy—foreign 
marketers may join AMA desired, but special encouragement; (2) en- 
courage membership individual basis but without specia] chapter af- 
filiation; (3) encourage membership well initiate positive action 
establish foreign chapters; and (4) encourage formation regional 
national associations with local chapters, such associations affiliated 
with AMA some manner. The consensus opinion was for the third al- 
ternative. 


part this topic, questions were raised concerning payment 
dues foreign members considering existing exchange many 
countries well differing income levels and customs concerning payment 
individual membership dues companies, The consensus opinion was 
that either special reduced rate should established for foreign member- 
ship, payable dollars, special foreign membership should estab- 
lished permitting payment equivalent foreign currencies accruing 
AMA account for transfer such time exchange regulations would per- 

this latter connection there was unanimous expression opin- 
ion that, because the great need for scientific marketing education 
foreign countries, ICA other government agencies should approached 
either provide payment membership dues for foreign nationals 
(probably impossible practically) provide transfer from the 
foreign currency dollars. 


*Laurence Dowd lecturer Marketing and Director the Michigan 
Business Executives Research Conference the School Business Adminis- 
tration, University Michigan. Previously was Fulbright lecturer 
Foreign Trade Management Kobe University Japan. Mr. Dowd re- 
ceived his from Washington, his from Hawaii, and his Ph. 
from the University Michigan. 
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INTERNAL ORGANIZATION AMA PROMOTE THE CENTRAL 
OBJECTIVE INTERNATIONALLY 


Five major alternatives were considered. They were: (1) change the 
name and structure the organization from American Marketing Asso- 
ciation International Marketing Association; (2) estabish subsidiary 
International Marketing Association organization which foreign members 
would belong; (3) retain the basic structure AMA but create Interna- 
tional Division with elected Vice President; (4) make basic change, 
merely strengthen the responsibilities the International Marketing Com- 
mittee; and (5) make change whatsoever. 


Strong differences opinion were expressed with specific reasoning 
each case. Alternative five was rejected almost unanimously, and alterna- 
tive one, although recognized long-run possibility, was believed in- 
volve too drastic change the present time. the three remaining, al- 
ternative three was believed most effective, reasonable, and possible. 


SPECIFIC ACTIVITIES WHICH AMA MIGHT UNDERTAKE 
This area overlaps subjects considered other subcommittees and some 
possible activities are more fully discussed those. Six possibilities, among 
many, were considered detail. Our recommendations were: 


Establish special publication, separate from The Journal Mar- 
keting, directed marketers foreign countries. Opinions differed 
the specific form content, but almost all recommended more practical, 
directly useful articles. 


“Speakers Bureau” with which AMA members visiting 
foreign countries would encouraged register; publish and distribute 
the foreign countries concerned information pending visits. This was 
believed one the most important immediately useful activities. 


Initiate active exchange program marketing specialists. The 
Visitors and Inquiries subcommittee has developed this topic more fully. 


Establish program scholarships for qualified academic pro- 
fessional foreign marketing personnel with funds obtained through 
voluntary donations members. Although the majority favored such 
program, those opposed believed that this was outside the scope AMA ob- 
jectives and would difficult administer. 


Have the AMA underwrite the cost limited number free sub- 
scriptions The Journal Marketing representative foreign institu- 
tions and organizations; specific selection would made duly ap- 
pointed committee. Suggestions were made that firms, foundations, some 
government agency might approached assume the cost. 


Promote among organization members program short-term in- 
ternships for qualified persons desiring practical experience American 
marketing. 
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ATTITUDES TEACHER MEMBERS TOWARD 
ROLE FOREIGN MARKETING THE AMA 


Peter King* 


Massachusetts Institute Technology 


PURPOSE 


this report will try draw some generalizations the AMA for- 
eign marketing program the members who teach foreign marketing would 
like see operation. These observations are based discussions with 
fairly large number marketing teachers and upon surveys and meet- 
ings conducted the Subcommittee the Teaching Foreign Marketing 
which have served for the past few years. 


The AMA viewed teachers international trade performing 
two distinct funtions, fostering inquiry and communication ideas sub- 
stantive matters relating international trade and marketing within for- 
eign countries and providing facility for teachers exchange ideas 
pedagogical matters. 


PROVIDING COMMUNICATION SYSTEM FOR 
TEACHERS TEACHERS 


The role the AMA providing for exchange pedagogical ideas 
will dispatched first since this subject not the main purpose our 
meeting and since this function currently being satisfactorily performed 
the AMA. Within the past few years, particularly the past two years, 
the AMA Subcommittee the Teaching Foreign Marketing has become 
active and effective group. has established good communication system 
for those members the association interested the teaching foreign 
trade. has surveyed teachers discover pedagogical 
Subcommittee and its members might accomplish, carried out number 
specific programs for teachers, and has various other projects under way. 
There other existing organization suited facilitating this kind 
liaison teachers, Since teaching experience and the availability materials 
vary considerably among academic institutions, teachers need and appreciate 
this kind service. short, important problems exist far the 
teaching subcommittee concerned according teachers. The present or- 
ganizational arrangements, given improvements through experience, should 
well able handle the specific academic needs the fairly small num- 
ber foreign marketing teachers without necessitating any “external ac- 
tion.” 


*Peter King Assistant Professor the School Industrial Manage- 
ment the Massachusetts Institute Technology. Formerly taught 
Indiana University and the University Michigan. Mr. King has served 
the Subcommittee the Teaching Foreign Marketing since its in- 
1954 and was elected the first chairman, 
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STIMULATING AND COMMUNICATING RESEARCH FOREIGN 
MARKETING 


view many teachers the performance the first function, 
the substantive scientific activity foreign marketing, that 
the AMA falls down. Teachers, like marketing researchers any spec- 
ialized occupational group, are interested information which direct 
and immediate use them their jobs. But the main reason teachers be- 
long the AMA because they subscribe the main purpose the 
AMA, the advancement science marketing. They not view the 
AMA trade association. The teachers foreign marketing can ex- 
change ideas teaching among themselves practically easily outside the 
AMA inside the AMA. 


the other hand, many teachers, like many businessmen, are scien- 
tists least part-time scientists. Their interest goes much deeper than 
their mere need for improving their work performance. other words, 
the real interest most teachers marketing the study foreign 
marketing per se. And the proper place for the communication ideas 
scientific nature marketing within the learned society which dedi- 
cated the study the field. The promotion science needs good offices; 
needs prestige. The function learned society cannot performed 
effectively small band correspondents nor trade association. 


strong impression that the majority foreign marketing 
teachers feel AMA has badly neglected the study foreign marketing. 
They want see more emphasis this area the and the 
general meeting. They not feel the Subcommittee meetings are the prop- 
vehicle for discussion research, and they not want the amount 
Association attention straight ‘teacher talk’ expanded. 


the contrary, many feel marketing science fostered gen- 
erally most important that the American bias the field correc- 
ted forthwith. marketing science built sound base, it, like 
other sciences, must strive for universal applicability. 
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MANAGEMENT 


PART TWO 


WHAT MANAGEMENT EXPECTS MARKETING 
KNOW AND 


Keeler* 
The Carborundum Company 


have Carborundum short document called the Primary Purpose 
and the General Objectives the Company, which begins this way: “Our 
primary purpose conduct throughout the world under all economic and 
political conditions profitable, continuous, independent business the 
manufacture and sale our present and future products with resulting 
growth profits, financial stability, facilities, quantity and quality 
products, reputation, and benefits the Company’s customers, employees 
and stockholders.” 


Let’s look this statement purpose terms what management 
expects marketing. Reduce simple terms and you might say man- 
agement expects marketing carry out, worldwide basis, profitable 
distribution function. light today’s depressed activity and 
complex international status, particularly significant that management 
expects marketing accomplish this under all economic and political con- 
ditions. Moreover, should emphasized that management states there 
must growth both present and future products. This, then, rather 
general statement what management expects marketing. What does 
marketing have know and order fulfill this expectation? 


The answer that “one heck lot” and certainly great deal 
more than should attempt discuss here this morning. So, for the 
purposes this discussion, have organized comments around three 
subjects that rank high management’s priority list for industrial mar- 
keting consideration. They are: (1)determining facts and measurements, 
(2) planning integrated basis, and (3) innovation and creativeness. 


DETERMINING FACTS AND MEASUREMENTS 


Determining facts and establishing yardsticks for measurement can 
looked the “know” which management expects. Thinking about 
this logically, the first area knowledge that market evaluation: 
knowledge not only how large the market for present products is, but 
also knowledge where that market is. may typical industrial 
business whole that marketers have pretty good fix the total 
volume sold all manufacturers particular product line. However, 


*Frederick Keeler Director Marketing for the Carborundum Com- 
pany. Mr. Keeler joined Carborundum 1943 market analyst. 
was Manager the Commercial Research Department prior his present 
assignment. Before joining Carborundum, was Supervisor Mer- 
chandise Service for the Crowell Collier Publishing Company. 
Director and member the Executive Committee, American Supply and 
Machinery Manufacturer’s Association. Mr. Keeler graduate Hamil- 
College and the Graduate School Business Administration Harvard 
Jniversity. 
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when comes breaking that value down into parts the line into 
geographic segments, industrial marketing still has long way go. 
Wouldn’t you industrial marketers like lay your hands the sales data 
for your products that are available county even city basis 
the tire manufacturers the construction trades? Management expects 
that its marketing men will able develop techniques and methods 
which will permit much more effective breakdown total market data 
into smaller segments. 

There are beginning evidences real progress along these lines. 
course, the easiest way obtain this knowledge through trade as- 
sociation reporting. One industry group with which familiar has 
already begun report its data annually county basis. Another 
about submit sales-volume figures states quarterly. This approach 
permits replacing seat-of-the-pants judgements with decisions based 
more facts. 

Lacking the availability such material, some aggressive industrial 
marketers are taking the longer and harder way, statistical approach. 
This usually based upon classification customers the Standard 
Industrial Classification and between product usage and 
employment data for particular category, Although this method 
does not have the accuracy industry reporting, does provide the mar- 
keting team with more detailed and specific knowledge markets. Such 
knowledge necessary management the distribution function 
profitable one. 

Hand hand with this type knowledge lies another expectation 
management. This the participation its products the market 
place. participation, mean the share percentage the total 
available which held manufacturer. This knowledge, too, necessary 
not only total basis but the detail just described smaller geo- 
graphic areas and product line segments. How else can manager evaluate 
the efforts sales district particular salesman 

Brand preference directly related the participation product 
market. And believe me, there are brand preferences for such industrial 
items drills, tungsten carbide tools, sanding But what are these 
customer preferences based upon? Management expects its marketers 
seek out the reasons. the best knowledge, little has been ac- 
complished this area, but seems susceptible determination and meas- 
urement qualified market research. There are five major factors which 
affect the participation industrial product market: price, quality, 
availability (delivery), technical assistance (engineering), and sales effort. 
practical research approach should developed which will contribute 
the marketer’s knowledge where his product stands competitively each 
these factors. Without such knowledge, well-nigh impossible for 
the marketer anything improve his participation the markets 
available. 

Now let’s move another phase what management expects 
marketing know. there one pet mine this whole subject 
industrial marketing knowledge, lack it, that pet measuring ad- 
vertising Here tremendous deposit knowledge for 
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those marketers who are able develop the ways and means extracting 
it. 

With all this lack knowledge there appears lack firm 
opinion the matter. put mildly, most management men have very 
definite ideas how advertise, promote, merchandise any given 
product. Perhaps the following quotations will characterize the situation: 
“Cut out the fall promotion and give two more salesmen”. only 
way you can reach grinder hand through comic book literature sent 
his home.” ‘Foundry superintendents don’t read magazines.” ‘We need 
case histories and application data.” the buyer couple tickets 
the ball game and save all the money you spend catalogs, When 
needs something, he’ll call for the specification anyway.” 


Each you could embellish this list from your own experience. Yet 
wonder can expect this situation change until such time mar- 
keters can determine the facts the case and place them before manage- 
This real job and requires more coordinated approach among 
industrial media, advertiser, and agency than has been made date. 
for one, believe possible learn the most effective way reach the 
person people who decide whether your product your competitor’s 
will bought, hope and expect that some day soon will know. 


Through each these comments specific marketing functions, there 
one common thread. Management expects marketing know more facts 
about its business and able place understandable yardsticks meas- 
urements against these facts. You and marketing people just know 
feel that certain things are true and management not fully 
oriented marketing does not have this knowledge belief. therefore 
expects marketing provide with facts and measurements for decision 
making just expects the same the finance manufacturing func- 
tions. These then are some the things management expects its marketers 
know. 


PLANNED, INTEGRATED MARKETING 


the basis this type knowledge, management expects marketers 
will develop and put into action marketing plans and policies based facts. 
recent years, the over-all process doing this has been popularly termed 
“integrated marketing.” may typified saying that before manage- 
ment approves request invest $200,000 marketing product, the 
marketers will have demonstrated the potential volume the product, 
established policy distributing customers, provided distribution and 
sales personnel trained sell it, and designed advertising and promotion 
keyed creating good climate for the product the market place. 
Management expects such plan will presented one understandable 
recommendation rather than bits and pieces. 


Let’s think about two these vital doing action forces just men- 
tioned, industrial distributors and the field sales organization. Many 
manufacturers move their product the user through industrial distributors, 
wholesalers. interesting that there another concurrent session 
this conference entitled Sesquicentennial Special 
Emphasis 150 Years Progress Wholesalers the American 
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Economy.” true that there has been great progress the function 
distributing industrial items, and interesting changes are taking place. 
Management expects its marketing people keep abreast these changes 
and adapt them their own needs. 


For example, specialized types industrial distribution have been born 
the last years, such the welding supply distributor the 
specialist cutting tools. addition, some old-line mill supply houses 
have departmentalized their operations secure the values specialization. 


Under these circumstances, management expects marketing con- 
tinuously re-evaluate its distribution policies order answer factually 
such basic questions as: “Is our product susceptible specialized distrib- 
ution?” require sales engineering techniques which cannot 
offered general line distributor salesman?” our product line 
offer the potential sales volume and profit margin which will allow aggres- 
sive, specialized sales effort the 


Once such questions are answered, management assumes that quick 
action will taken. There must progress and change manufacturers’ 
distribution policies take advantage the progress the wholesalers are 
making. 


the industrial field, most product lines were originally distributed 
through one wholesaler one market; fact, there may have been only 
one wholesaler However, industrial markets grew and the 
number potential users increased, industrial wholesalers grew number. 
And yet many products are still being handled exclusive distribution 
basis. Marketers must know whether exclusive, selective, multiple 
distribution required give them effective coverage today’s market. 
Management expects, when revision its distribution policy indicated, 
the marketing team will make that revision. 


With all due respect the session the next room, and the progress 
wholesaling which has been made date, this still extremely fertile 
field for improved marketing. Manufacturers can and should as- 
sistance their distributors knowing and suggesting improved methods 
and techniques, The area materials handling and warehousing methods 
one where manufacturer’s experience can helpful reducing 
distributor’s costs and hence making his line more attractive the distrib- 
utor. 


major competitor one our operating divisions has recently com- 
pleted project which excellent. Through cooperative analysis and study 
with several distributors, this manufacturer has designed method 
product line cost analysis which can applied any distributor and per- 
mits him determine accurately the profitability each product line 
handles. This was badly needed contribution. wish own marketing 
group had come with first! 


Inadequate inventory records and inventory controls represent another 
field where marketing can something improve the distribution function. 
seems almost impossible, but just last month encountered one large 
industrial supply house whose only record merchandise stock was 
tally card the warehouse bin. this day competitive selling, that 


distributor’s telephone man must ask customer wait the telephone, 
the warehouse, and determine there are six grinding wheels 
stock which can delivered the customer this afternoon. Admittedly, 
this extreme case, but all know many instances where more 
effective inventory methods would not only add the volume sales at- 
tained but would improved profit ratio. Management expects 
its marketing people not only know such situations but, equally im- 
portant, take positive action them. 


The line thought have been following assumes the manufacturer 
sells his products through wholesalers. Perhaps this practice which 
has gone over the years, but the most desirable policy today? Are 
some markets such that direct distribution from the manufacturer the 
user would more effective and more profitable? product line such 
abrasives, there great deal difference the size and type 
market offered Los Angeles compared with Atlanta. Should the 
marketing policies and methods necessarily the same both territories? 
Management expects its marketing people will determine the answers 
questions like this and take appropriate action. 


Whether your product sold through distributors direct, you will 
have field sales organization which the most important single influence 
marketing your product. From management’s point view, just 
important that the field sales representative, the salesman, properly 
qualified for and measured his job the accountant production line 
foreman, 


result retirement, attrition, illness, growth, and promotion, all 
sales organizations constantly require new men. the responsibility 
marketing provide the right number properly qualified men the 
right time, and this takes plenty doing. means, first ali, that 
marketing must have estimated its manpower correctly; 
secondly, that the men have been recruited, selected, and hired trans- 
ferred from another Once within the marketing responsibility, 
these men must trained both product application and selling techniques 
order adequately represent the company territory. Carborun- 
dum, this entire process takes less than one addition good 
planning all the way, requires the well-integrated effort marketing, 
production, engineering, and research and development personnel. 


Management not only expects marketing provide effective, well- 
trained sales manpower, also wants this manpower properly retrained 
intervals, kept abreast new product developments, and properly super- 
vised and motivated that the entire sales effort channeled those 
markets and products which are most profitable the company. 


INNOVATION AND CREATIVENESS 


Along with these requirements that marketing know and certain 
things, management sees another very important need its marketing 
people. This can best described attitude. Management wants 
awareness the need for change and innovation all phases distrib- 
ution. expects marketers think creatively and act with sense 
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This attitude innovation and creativeness tough one. hard 
isolate dramatize. You don’t just sit down your desk and say, 
“Now, this morning I’m going innovate.” hard work. requires 
above all atmosphere inquisitive thought for new ways doing things. 
can discouraging, for many thoughts and ideas will have dis- 
carded impractical. the marketer must have tough-minded optimism 
and keep everlastingly it. 


Let mention some the areas where management suspects in- 
novations are order, Reference was made earlier the need for ex- 
pansion markets through introduction new products. Management 
expects marketing will add new products its lines order meet known 
and sometimes unknown requirements its customers. But where new 
products come 


have the suspicion that the industrial field historically new products 
have been the result manufacturing research and development efforts 
with little regard for the marketing aspects and what the customer actually 
wants needs. This indication that the research and development 
and manufacturing activity towards new products should decrease. 
strong suggestion, however, that marketing assume more creative role 
new product development. Marketers are close the actual user the 
product, and they can enviable position they cultivate this aware- 
ness and attitude thinking terms innovation. This implies vig- 
orous and planned program commercial and economic research. 


Once has been decided market new product, another whole field 
ripe for creativeness spreads open before the industrial marketer—new 
product introduction. Management rightfully expects its marketers 
improve their ability introduce new product, create knowledge 
and demand for the new line. believe industrial marketers are anxious 
and able tackle this challenge. 


have established recently Carborundum marketing committee. 
comprises the sales managers all operating divisions and subsidiaries 
plus the marketing staff heads. the purpose this marketing com- 
mittee through discussion and study recommend methods 
which will improve the effectiveness and economics the marketing pro- 
gram the company. Each member was requested submit list the 
three topics which considered most important for consideration the 
committee. The subject rated most important wide margin was 
“Introduction New Product,” and was discussed early meeting 
the following manner, 


The vice president and general manager operating division out- 
lined case-history style the introduction new sanding belt 
machine, Three months after introduction, sales volume produced equaled 
only 25% what had been estimated. He, management, asked “Why? 
Where had the weak spots been?” When sat down, there was pretty 
frank and thorough discussion. These conclusions were reached: 


Need for the product had not been specifically determined. 
Price established was too high. 
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Communications the project were extremely poor internally 
well with distributors and customers. 


Sales emphasis and effort were poor. 


all added lack thorough planning. 


may appear you that have reverted the subject integrated 
marketing. The point emphasizing the great opportunity for in- 
novation industrial marketing not only developing new products per 
but the way new products are introduced the market. Improving this 
ability will provide management with growth profitable sales volume. 


Another and more prosaic area where management believes innovation 
long overdue lies the Frankenstein paper work. This may appear 
somewhat odd thought, because paper work and creativeness are not 
usually considered compatible. The fact remains that through creative- 
ness paper work the distribution function reduced, distribution costs 
will also decrease. 


Early last January, one our division operating managers asked for 
copy every report having with orders sales his division. 
When the pile was placed his desk, was hard see him behind it. 
His marketers took action analyzing the sales and order reporting system. 
The pile now considerably smaller, and truly vital information has 
been lost. matter fact, several reports were stopped immediately 
with nary cry protest from any one the recipients who supposedly 
required them. Remember, not only the cost the paper and the ink 
and the tabulating equipment, but the salaries and fringe benefits the 
clerks and the statisticians who push the papers around from desk desk 
and department department, all which add this bugaboo distrib- 
ution costs. This goes every sales territory and each district of- 
fice well headquarters. Innovations that will reduce the burden 
and cost paper work are rightfully expected management. 


The manager another Carborundum operating division personally 
reviews all division reports once every six months. may just happen- 
stance that the cost distribution this division one the lowest the 
company. 


Take another function the same field. What about order handling 
practices? Are currently using the same order and invoice forms, 
bearing the same myriad hieroglyphics, used years ago? so, 
the modern-day wonders electronics offer marketing administration 
people real opportunity for innovation that will handle orders and in- 
voices more quickly and accurately with fewer paper pushers and, best 
all, improved service the customer. 


When reached this point preparing talk, wondered point 
view would seem negative you—everything wrong and nothing right? 
This was not intention, for have great deal respect and admiration 
for industrial marketing and its practitioners. must have; I’m one 
them! believe they fine and valuable like every person, 
function, process, current performance can and will improved. 
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talking with you this morning, I’ve tried syggest three areas where 
managemant expects marketing improve. 


its knowledge, through better determination facts and meas- 
urement results. 


its action, through more effective planning. 


its creativeness, through innovations that improve the distribution 
function. 
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WHAT MARKETING RESEARCH AND PLANNING 
CAN FOR MARKETING MANAGEMENT 


Morris* 


Westinghouse Electric Corporation 


Today, from all quarters business, hear constant reference the 
“marketing concept.” little wonder that this so, for the principles 
the marketing concept are prerequisites for leadership our highly 
competitive markets. For this reason, going use the marketing 
concept the starting point for discussion what market research 
can for marketing management. 

The marketing concept implies that the entire organization (research, 
engineering, production, and marketing) must work together determine 
what the customer wants, how best produce it, how motivate its sale, 
and how deliver it. The two fundamental principles this concept are 
customer orientation and functional integration. 

The marketing function breaks down into number specific respon- 
sibilities: market research, product planning, advertising and sales promo- 
tion, sales, product service, marketing administration, and marketing per- 
sonnel development. 


MARKET RESEARCH AND PRODUCT PLANNING 


The first two these functions, market research and product plan- 
ning, provide the customer orientation our marketing concept. Market 
research defines the markets, locates the customers and prospects, deter- 
mines their needs and desires, and provides flow basic information that 
guides marketing decisions and plans. Product planning, the other 
hand, converts knowledge the customer into salable, profitable products, 

Westinghouse, combine these two important marketing functions 
into what call our market planning activity. Both market research 
and product planning are subjects worthy individual consideration and 
discussion. However, have been charged do, will confine myself 
market research. 

You can divide, into two broad areas, market research’s contributions, 
The first within the marketing function; the second the nonmar- 
keting functions company such engineering, manufacturing, fi- 
nance, etc. intend devote part this presentation discussing the con- 
tributions market research both these areas. 


SERVING THE MARKETING FUNCTIONS 


sure you are all familiar with the commonly recognized: activities 
market research pertains the market and marketing. But for 


*William Morris Director Market Planning for Westinghouse 
Electric Corporation. Mr. Morris joined Westinghouse 1947 and was 


promoted his present post 1955. until 1952, was also 
lecturer marketing Duquesne University. graduate of. the 
University Pittsburgh and the Graduate School Business Adminis- 


tration Harvard University. 
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the moment let review some the things marketing management has 
the right expect from market research and, the same time, let’s keep 
mind just how important this work the success company and 
its marketing effort. 


indicated our concept marketing, management people have 
come recognize that the destiny company completely 
upon the market serves and the manner which serves that market. 
other factor more vital important company than its customers, 
for here where success failure lies. Knowing your market, and cus- 
tomers within the market, fundamental and basic all mar- 
keting. Therefore, cannot possibly learn too much about the market 
the customers serve. only through knowledge that can 
quickly recognize and eliminate inefficiency and costly false starts. The 
importance marketing indicated the fact that approximately 
cents the dollar spent the consumer attributed the marketing 
functions. has been estimated the National Industrial Conference 
Board that, the dollars spent for all research, only 10% goes for market- 
ing research. clear, therefore, that the greatest area for potential sav- 
ings lies within the responsibilities marketing. Market research must 
lead the way. has developed many the tools the job and many 
others are being perfected. they are put work and the results used 
management, marketing will continue grow stature its signif- 
icant contributions the economy. aggressively approach this prob- 
lem, progress made the past will completely overshadowed. 


THE BASIC CONTRIBUTIONS 

evaluating the role market research, necessary for manage- 
ment have concise understanding its specific responsibilities. 
though not have time into detail each point, recognition 
its meaning and its importance marketing management necessary. 
The following cover the basic contributions market research mar- 
keting. 

Defining and recommending market objectives. 

Determining the markets served. 

Analyzing sales channels and distributor methods. 


Locating areas sales potential, outlining territories, and establish- 
ing manpower needs. 


Finding out attitudes, preferences, and needs regarding products, 
services, and policies. 

Discovering the nature and strength competition. 

Keeping abreast prices, price trends, and product pricing. 

Forecasting sales product, industry, and region. 

Conducting studies advertising and sales programs. 

10. Implementing the control finished goods inventories. 


o 


Defining and Determining Markets 
The first two areas are directed the size market, the potential 
class customers, and the ability obtain representable share 


181 


is 
ly 
‘h, 
le, 
10- 
nat 
her 
ons 
rch 
ar- 
fi- 
ties 
for 
yuse 
was 
the 
nis- 


that market The objective market research define the size the 
market. pinpoint areas which require attention requires that the mar- 
ket broken down into sales areas. many cases for the industrial 
product, potential for each customer must determined pinpoint where 
added marketing effort required. only through this type anal- 
ysis that sales quotas can adequately established. further objective 
this area discover and evaluate heretofore unexploited markets. 


Analyzing Sales Channels 

Analyzing sales channels and distributor methods for more effective 
coverage area which needs constant attention because rapid changes. 
have heard and read many cases where the manufacturer absorb- 
ing the distributor’s function. The relative merits consigned stocks, 
stocking plans, and liberal credit terms have bearing cost, market 
position, and sales effectiveness. 


Locating Sales Offices 

Tied with analyzing the markets area locating sales offices 
and establishing manpower needs. Since markets are constantly changing, 
added travel detracts from sales effort and adds sales expense. Analyses 
this type cannot made without knowledge the market the local 


level. 


Finding Out Attitudes 

Management many times believes understands the attitude and needs 
customers regarding its products, services, and policies. Oftentimes their 
beliefs are incorrect. great extent, this major cause loss 
market participation failure obtain larger share the available 
business. 


Competitive Analysis 

important not underestimate the power your adversary. 
the other hand, many opportunities can lost not capitalizing com- 
petitor weaknesses. Therefore, stress the role market research 
its competitive analysis. 


Price Analysis 

Price levels markets today are extremely unstable. Setting the 
analysis within your own company determine proper prices one step 
that can help improve market conditions through the stabilization prices. 


Forecasting Sales 

Forecasting product, industry, and region necessary but some- 
times difficult task. However, budgets and sales objectives can only 
realistically set when based upon sound market forecasts. forecast, and 
its use, reflect the difference between profit and loss many instances. 


Advertising Analysis 

There doubt that need exists for better understanding the 
effectiveness advertising. know that millions dollars are spent 
without determining specifically the results such expenditures. with- 
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the power marketing management, using market research techniques, 
better determine the return the advertising investment. 


Inventory Analysis 

Investment inventories requires nearly 30% the working capital 
the average business activity. Through the understanding seasonal 
patterns, market forecasts, and analysis specific economic areas, market 
research can help establish the proper amounts finished goods required. 
The cost savings that can realized are considerable. 


SERVING THE NONMARKETING FUNCTIONS 


stated, market research’s contributions marketing are generally 
known and accepted. However, second area which can benefit the 
nonmarketing fields. While the foregoing responsibilities market re- 
search are those most commonly recognized, perhaps equal importance 
the day-to-day conduct our business the value market research 
applies the functional elements beyond those marketing. 
through this contribution that accomplish the integration mentioned 
being part the marketing concept toward orientation the customer. 


Engineering 

Let’s cite some examples how market research does affect other 
functional elements within the organization, starting with the engineering 
department. Market research, utilized its utmost, can major as- 
sistance developing the product development program for future years. 
can directly contribute ideas for new products determining the cus- 
tomer’s existing anticipated functional needs. this category, market 
research will not provide the complete blueprint for product, but can 
develop the idea for product that will serve functional need the cur- 
rent market. 


Product development key factor guiding the long-term growth 
company profitable ventures. Its contribution profits achieved 
increasing market participation through increasing volume, which 
turn achieved through the development more competitive products. 


company practice fully the principle customer-oriented mar- 
keting, then must constantly revising and expanding its product line 
its customers revise and expand their demands. The company which 
the most sensitive and responsive these changing demands for new and 
better products will ahead competition productwise. With that adva- 
tage and competitive marketing organization, company should able 
make significant gains sales volume and market position. 


New products are vital not only company growth but even sur- 
vival many today’s highly competitive markets. recent study 
shows that three out five brands which were the market 
years ago longer retain their position. What’s more, 77% the cases, 
the brands lost their position because they didn’t develop new ideas and new 
features for their products. 


the positive side: RCA claims 80% current business derived from 
products not existence years ago. Minnesota Mining Manufactur- 
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ing Company estimates 22% sales from products not their line years 
ago, with 40% their profit from products not existence years ago. 
Corning Glass says that 50% 1956 sales were from products that were 
nonexistent 1946. General Foods claims 50% profits 1963 will 
from products not manufactured this year. Texas Instruments Company es- 
timates 90% 1957 sales from products less than years old. 


you can see, when you think existing products new ones, there 
question that the successful companies sales will the ones that 
can most quickly, and accurately, anticipate the customer’s needs. this 
area, market research can make very real contribution. 


Another area which market research contributes engineering 
lies determining the need and timing for design changes the existing 
product line. Still another function checking the commercial feasibility 
new engineering ideas products and perhaps following through with 
pilot marketing test the product determine the features needed the 
ultimate production model. Still another area which engineering relies 
upon market research determine the maximum production cost 
which the engineers must design within period. 


Manufacturing 

Moving into entirely different functional field, let look manu- 
facturing and the contribution market research. Here see that mar- 
ket research can contribute two forms planning which are carried 
the manufacturing operation, production planning, and facilities planning. 
the case production planning, can see that without sound sales 
forecasting the production people would losss determine their 
requirements from the shop. With adequate market forecasting, resulting 
accurate sales forecasts, the optimum balance production inventory 
and sales can scheduled consideration the expected cyclical fluctua- 
tions, thereby yielding the maximum sales the least cost. 


Production planning concerned with creating goods, using physical 
facilities. Finished inventory management, similarly, concerned with mov- 
ing these goods physical locations. Because the recurrent physical as- 
pects their problems, not surprising that modern production planning 
and inventory management have become increasingly scientific, drawing 
heavily the mathematics the physical sciences. Their format 
seek out the minimum some cost function, maximum profit 
function, terms complex physical structure, subject satisfying 
certain restrictions requirements. 


All the meaningful methods have common characteristic: sales fore- 
cast enters the system requirements that must satisfied the solution. 
The refinements these methods are such presume accuracy, re- 
quire extensions detail, far beyond presently accepted standards com- 
petent sales forecasting work. longer will suffice predict that 
sales will specified number dollars over certain time interval. The 
production planning people will require predicted unit sales for in- 
definitely large number models styles. minimum, the aggregate 
unit demand for each sales district likewise must predicted. 
more likely that the inventory management program will require predic- 
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tions for each model style each sales district; not uncommonly, several 
hundred individual forecasts, all which must reconciled. The diffi- 
culties reconciliation may further compounded difficulties tim- 
ing; general, the production schedule will leading the inventory dis- 
tribution shedule several weeks months. 

Another vital area concerned with production planning, which 
market research can contribute, the area product mix. Market re- 
search studies can determine how production should divided between 
given model, catalogue, style numbers resulting balanced production, 
sales, and inventory. 

Assuming that adequate job done the area production plan- 
ning, which for the most part short-term forecasting for market re- 
search, then the general area long-term facilities planning simplified. 
this area that market research can contribute major decisions 
which ultimately turn out highly profitable costly, the case may 
be. Based sound long-term forecasting, physical requirements for plant 
equipment, and personnel can prepared logical fashion take 
maximum advantage the costs involved such. 


Financial 


Speaking the costs involved facilities and equipment planning 
leads into the third area where market research can contribute an- 
other functional element. This has with financial planning. With 
sound forecasting the market, resulting adequate forecasting sales 
both short and long term, good budgetary planning can provided. With- 
out such, difficult construct adequate budget. sales 
certainly are prime factor determining budgets for future periods. 
addition, forecasted sales are one the prime figures needed determining 
cash position. many you know, corporation’s cash position can 
become quite critical unless planned long-term basis take max- 
imum advantage the cost money. Unless there adequate base 
for determining anticipated sales, determination the cash position vir- 
tually impossible. 


Cash position involves consideration inventory balances, accounts re- 
ceivable, and progress-in-advance billings. accurate analysis cash 
position enables more accurate determination cash required, which 
turn enables more profitable investing money from short-term, low-in- 
terest securities longer-term, higher-interest securities. 

Although market forecasting primarily considered tool for 
developing profit and loss estimates, its usefulness developing balance 
sheet projections has often been underrated. Very possibly, organizations 
with increasing volume and profit could conceivably suffer their failure 
recognize the effect such increased volumes their balance sheets. 
situation could develop where sudden highly inflated inventories ac- 
counts receivable might not supported current earnings. Market re- 
search can help avoid such situations anticipating them. 


Relationship between the Marketing and Nonmarketing Functions 
While market research primarily responsible for serving the mar- 
keting function, also serves integrating marketing with the remainder 
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the operating activities. Through its services these—functions engi- 
neering, manufacturing, finance, etc.—it able help provide better prod- 
ucts, better deliveries, better service, and many other dividends which, 
the last analysis, are beneficial marketing. 


THE FULL SCOPE MARKET RESEARCH 

Heretofore, have discussed the contributions market research 
management, not only through its direct aids marketing but through 
the activities that can perform from the nonmarketing areas. I’d like now 
cover briefly the approaches followed your market researcher. I’m 
sure that you are aware the procedure that follows with but one ex- 
ception. not believe that give sufficient emphasis his 
the last phase this procedure. Review with the number sequences 
which the market researcher follows conducting his work. These steps 
can summarized into four categories: research, analysis, presentation, 
and follow-up. 


Research 

Research the seeking out and accumulation information. This, 
course, the foundation market research. would like emphasize 
that the results research may not always unexpected. Regardless 
whether the results are expected, unexpected, research’s contribution 
lies the ‘fact that will either verify invalidate management’s hunches. 
doing, research can reduce the element risk involved making 
management decisions. 


Analysis 

The second step procedure analysis, the study and interpretation 
information. Facts, such, are little use management. They are, 
fact, often completely meaningless first glance. only through 
study and interpretation that they achieve real value. Furthermore, analysis 
should carried conclusion. The market researcher must more than 
research technician. must also idea man who can help manage- 
ment answer the question, from here?” The market re- 
searcher’s conclusions and recommendations may not always decisive. 
Even so, they can establish and evaluate alternative solutions manage- 
ment’s problems that management will better position make 
the best decisions. 


Presentation 

The next step presentation. Obviously, nothing gained market 
research until put work. fact, the value market research, 
like sales advertising, achieved only through the action generates. 
While sales and advertising are aimed activating the customer, market 
research aimed activating management. follows that market re- 
search will not put work until management accepts its findings, and 
this management will not until has been convincingly sold, any more 
than customer can expected buy until sales and advertising have 
done selling job. the market researcher must sell himself 
findings with effective presentations which are easy understand, con- 
vincing, and, course, useful management. 
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Follow-up 

The last step follow-up. Once market research findings have been 
accepted, the market researcher should carry his efforts their ultimate 
conclusion assisting management the most effective utilization its 
findings. Finally, after the prescribed action has been taken, results 
should checked for control purposes. Only then the task complete. 


There often world difference between what market research can 
and what does do. Sometimes this the fault the market research- 
er. may that not aggressive his counterpart sales 
advertising, albeit has just important selling job do. More often 
than not, however, believe that the limitations market research are due 
the fact that marketing management does not allow the market re- 
search function the freedom and stature requires accomplish the full 
scope its work. Market research must have freedom and management 
stature operate effectively. leave you with five recommendations: 


First, market research should instituted and used full-time op- 
eration. the old saying that “there nothing certain death and 
taxes,” might well add “change”. were not for the inherent changes 
our markets, would able set our marketing machinery au- 
tomatic pilot and forget it. Market research, therefore, should not used 
just occasional trouble-shooter rescue team. should duty 
full time keep marketing management continually up-to-date 
what ahead. 


Second, market research should recognized full-fledged member 
the marketing management team. one the seven basic functions 
marketing, just sales advertising and sales promotion. Subordi- 
nating any other function, such sales, often the case, only limits 
its scope and weakens its effectiveness. Market research should re- 
sponsible top policy official, ideally vice president marketing, for 
market research capable guiding, and must guide, all operating func- 
tions rather than just sales advertising, which has often been limited. 


Third, market research should brought all important market- 
ing management decisions. The sense this simple. management’s 
three basic responsibilities planning, organizing, and controlling plan- 
ning obviously must come first. makes sense that planning decisions 
should based all the facts which can assembled. Market research 
can provide these facts. Market research must guide policies and plans 
well sales operations, The captains industry and business must still 
make the ultimate decisions, but there will more sound decisions 
these captains have good navigators. 


Fourth, market research results must put work. prescrip- 
tion helps patient who refuses take the medicine. Market research 
may have sell itself and its findings, grant you. But the final analy- 
sis marketing management which stands gain lose its own 
decisions. makes good sense suggest that they heed the warning 
and directions the market research function which trying help them. 


Fifth, and last, market research good field through which de- 
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velop marketing management talent. markets become more competi- 
tive and marketing becomes more specialized profession, the day 
the “hunch player” and the “seat-of-the-pants flyer” will soon pass into 
oblivion, The market researcher today may well the marketing 
manager tomorrow. 


Marketing today becoming continually tougher proposition. 
Products and their applications are becoming more complex. Changes are 
being made more quickly. New customers and are arriving and 
leaving the scene more suddenly. Competition getting stiffer numbers 
and ability compete quality and price. There only one true 
formula for continued success and prominence today’s markets. That 
make the best decisions fastest. That takes lot keen intelli- 
gence. Market research can provide that intelligence and, doing, 
market research has truly come into the forefront key member the 
modern marketing team. 


dl 
| 
| 
3 
= 
188 
Lae 


THE ELUSIVE ELEMENT SCIENTIFIC 
MARKETING 


Walter Weir* 


Donahue Coe, Ine. 


Marketing considerably more than the gathering, analysis, and 
weighing facts and figures: achieves its end purpose moving mer- 
chandise profit chiefly becomes concerned with consumer orienta- 
tion. Let expatiate the role creativity the principal enabling 
force achieving that end. 

have never read book called Die Philosophie des Als Ob, or, 
English, The Philosophy If. have only read The Dance 
Life Havelock Ellis. According Ellis, the philosophy “Als Ob” 
“As If” was derived small degree from Kant German professor 
named Hans Vaihinger. Vaihinger apparently wrote his book 1876- 
1877 when was only about years age. The book was not pub- 
lished until 1911. argued that advance most fields through the 
creation fictions. “Even the most sober scientific investigator, the most 
thorough-going says Ellis, interpreting Vaihinger, “cannot dis- 
pense with fiction; must least make use categories, and they are 
already fictions, analogical fictions, labels. Matter fiction, just 
the fundamental ideas with which the sciences generally operate are mostly 
fictions.... The representative world system fictions. symbol 
the help which orient ourselves, The business science 
make the symbol ever more adequate, but remains symbol, means 
action.... make our own world,” continues; “when have made 
awry, can remake it, approximately truer, though cannot absolute- 
true, the facts. will never finally made; are always stretch- 
ing forth larger and better fictions which answer more clearly our 
growing knowledge and experience.... There are good fictions and bad 
the unattainable reality, that think rightly and live 
Man lives,” concludes, “by imagination.” 

Those you who have read general semantics will recognize Vai- 
hinger’s argument anticipation Alfred Korzybski, who was born, 
singularly, just two years after Vaihinger had completed his book. Kor- 
zybski himself had resort fictions make clear the various processes 
involved the practice general semantics. doing, introduced 
his long, abstruse, and difficult book, Science and Sanity, strange de- 
vice resembling nothing much series eight pieces from child’s 
Erector set tied together with strings, from the larger pieces which hang 
number strings, some them simply dangling space. 


*Walter Weir Executive Vice President Donahue Coe, Inc. Mr. 
Weir well known the field advertising creative man. has 
written for the largest advertisers the United States. Mr. Weir 
the author numerous articles which have appeard national magazines. 
new book, the Writing Advertising Copy, will published this 
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This device Korzybski called the “Structural Differential”, and 
created illustrate the manner which the mind man necessarily 
abstracts when verbalizing reality. The largest piece structure, re- 
sembling the lower half oval with lot holes it, represents ulti- 
mate reality, the submicroscopic realm whirling electrons, the com- 
mon stuff which everything know made, including ourselves. The 
smaller pieces hanging from represent ever higher levels abstraction. 
When say “cow,” for example, not visualize mass whirling 
electrons and, unless are veterinary surgeon, not even visualize 
skeletal frame hung with folds fat and flesh through which arteries 
and veins throb with coursing blood and which various kinds 
are contained and function. Instead, see particular form animal 
which familiar us. When say “animal” “herd” “kine,” 
abstract still further and get even more distant from reality; are now 
strictly the verbal level. And, course, can “livestock” 
farm assets and get still further from the thing itself. Such abstractions, 
however, are the fictions necessarily invent and use order carry 
best can the everyday business living. 


Now dwell such length Vaihinger’s philosophy “As 
and Korzybski’s “Structural bring into focus the in- 
tellectual process which individually and collectively advance ourselves 
our chosen goals and through which, human beings, even manage 
alter and change the shape reality itself. This process consists the 
essentially fictive assumption that are proceeding the course 
which are embarked the right course. cannot completely 
sure, course, until arrive. Meanwhile, must proceed the 
right one, necessary and inescapable fiction, the only means which 
can proceed intentionally and with purpose from here there, from now 
then. 


our quest for reliable information which base our marketing 
plans, must face least one inescapable fact, and that that can 
not send our researchers into the future. cannot expect them collect 
from the beach time the shells tomorrow’s tide. They can find and 
collect and examine only the jetsam the previous tide or, best, the last 
wave. Meanwhile, business girds itself walk tomorrow’s beach search 
shells can only hope will there. Research can say tentatively 
that, based previous collecting, likely that shells certain num- 
ber and kind will strewn about, but cannot say this positively, for 
possible that disturbances the deep will leave the beach bare that 
business may even find there precious Golden Cowrie Glory-of-the- 
Seas. But business must set forth largely fictive basis, proceeding 
tomorrow will somewhat yesterday yet aware that tomorrow 
never exactly yesterday and that man himself and his changing and 
changeable attitudes account for much the difference. 


The attempt penetrate the future has long been human preoccupa- 
tion. has led countless people consult oracles and tea leaves; and 
significantly, think, oracles have seldom provided those who have con- 
sulted them with specific prophecy. Almost always they have dispensed 
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ambiguous advice, which demanded interpretation, that their principal con- 
tribution has been the stimulation the imagination. 

One certainly cannot deny the past. And one cannot deny, examining 
critically, patterns that not only appear there but seem repeat fre- 
quently that one can with ease assume the repetition itself will continue. 
Research, course, proves the Heraclitean contention that, although the 
same pattern seems reappear, actually not the same. One cannot 
put his foot into the same river the same beach twice. 

One the lurking dangers, believe, our current romance with what 
choose call “marketing” lies our inclination lean too heavily 
the analytical phase, market research; assume that, because have 
accumulated facts, necessarily have reliable guide the future when 
actually what have gathered is, rather, only fairly accurate estimate 
the past. Increasingly, consumers are being asked what they expect 
buy what they want what they might purchase under given condi- 
tions. While this kind research future-oriented, must never for- 
get that the responses elicits bear the impress and reflect the influence 
the past. Add time lag the utilization the findings and one can 
waken world baffling the one which Rip Van Winkle awoke, 
Detroit just this year. 

Advertising agencies themselves are not necessarily immune from such 
dangers. Examining the evidence what advertisers appeared most 
avidly seeking, for example, many agency sooner cast its creative 
role the winds espouse with great ardor what considered 
marketing philosophy than the winds shifted and advertisers began once 
again clamoring for ideas, timely ideas, move merchandise. must 
evident, course, anyone who can view the spectacle dispassionately 
that, once again, the planners had been tricked time ard the changes 
brings the market, the changes brings, more specific and more 
nearly correct, human beings. 

this phenomenon, think, which makes essential what your pro- 
gram committee has termed “the elusive element scientific marketing.” 
For, time, all things, including human beings, change. This can bank- 
on. But when the change occurs, how drastic the change will be, 
what new attitude outlook will emerge, difficult predict scientif- 
ically, least this stage our knowledge human nature. pos- 
sible that, some distant future, the social sciences will sufficiently 
advanced make possible accurate prediction human behavior within 
certain chronological limits. But this moment time are not dealing 
with ideal situation; must practical and, being practical, make 
use the most effective instrument hand, the creative imagination. 


not wholly unconvinced that the very emergence desire im- 
plies the existence capacity satisfy that desire. aware 
drifting into the questionable realm speculation. Nevertheless, 
creative person who has been humbly astounded the unanticipated power 
and scope the creative process, cannot avoid seeming whirl away in- 
sheer mysticism assert that believe there exists within the human 
psyche ability, weak and difficult arouse but nevertheless true 
ability, anticipate more surely than scientific means yet make possible 
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the fine and delicate shells human aspiration one likely find the 
beach tomorrow. think this accomplished, large degree, 
through the use fictions which the creative mind brings into being, the 
fiction that one already tomorrow that can react actu- 
ally were. 


The last thing would wish have inferred from talk containing 
the revered adjective, “scientific,” that suggesting that some people, 
creative people you will, have powers that might called occult. What 
trying say that the creative mind, reading yesterday research 
report, able through its constant preoccupation with human feelings and 
motives imagine into being number fictitious tomorrows from which 
can then selected the particular tomorrow that seems most plausible, 
most reasonable expect. 


May take this bit further, dissipate completely can any 
least lingering doubt you may have that not implying 
When refer creative people the creative mind, not mean only 
those people know advertising creative, the copy and art people. 
Brewster Ghiselin his fine book, The Creative Process, appropriately 
lists and quotes men science creativity well those engaged pri- 
marily the arts. fact, mathematician the mathematician, Henri 
Poincare—has written one the clearest and most stimulating treatises 
the creative process have ever come upon. quoted Ghiselin and 
was recently distributed Scientific American magazine and, imagine, 
will included that publication’s forthcoming issue the creative pro- 
cess. Not only mathematicians and physicists, sculptors and artists, but 
great political leaders partake this almost inexplicable ability know 
what will for tomorrow, anticipate what the emotional climate 
will and make clear people what that climate actually is. 
opinion, the power leadership lies that very creative ability build 
and present the vast and uncritical multitude the particular fiction that 
sums for its members the reality which they find themselves and the 
hope they have coping with successfully. Mr. Roosevelt’s famous 
statement and, course, Sir Winston Churchill’s equally famous 
“blood, sweat, toil, and phrase were such fictions. The people who 
responded them responded, opinion, chiefly because, like most 
us, they were living tend live the past. Their feelings about 
the present and the future, ours generally are, were tentative and un- 
resolved. The magnificent gift the truly creative person able 
advance his particular area activity little further into the unknown 
and unresearched future. And does this creating fictions which con- 
veniently explain the unknown those who cannot imagine it. Actu- 
ally does not completely anticipate what people want; rather, articu- 
lates for them, makes clear what they need. 


Not few years ago, when the public opinion poll was doing what the 
Literary Digest had failed do, spoke before market research group 
and, remember, stated that any criticism could leveled the 
public opinion poll was probably that could act prevent people from 
attaining what they really wanted and actually needed. Unimaginative 
politicians, taking the results such polls gospel, might promise their 
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constituents exactly what the polls indicated they wanted when that was not 
all what they really wanted needed; for, unlike gifted political lead- 
ers, polls and pollsters alike lack the creative imagination, the fiction- 
ability arouse the electorate its deepest and most moving feel- 
ings and convictions. opinion, the polls did not wrong 1948; 
Mr. Truman simply happened exhibit greater creative salesmanship than 
Mr. Dewey, who put too high value “market research.” 

Just believe Mr. Dewey was defeated too hopeful reliance 
research, believe can defeated our marketing efforts 
spend too much time fact-finding and too little fiction-building. For 
the facts research are not unlike countable graves once alive and vi- 
brant feelings which longer exist and longer exert any influence, hav- 
ing been replaced newer and, more important, different feelings, such 
feelings distinguish 1958 from 1955 and distinguished 1955 from 1952. 
Counting such headstones can tell how many people have died partic- 
ular ages, but cannot help prolong life overcome epidemics. 


the May issue The Saturday Review, Wallace Stegner brings 
new insight the distinction between science and art, technology and the 
creative process. weapons,” argues Stegner, “do not make Homer 
unreadable; Copernicus, Newton and Sir James Jeans have not taken the 
poetic truth out “Paradise Lost”; Ibsen does not replace Shakespeare 
any more than Shakespeare replaced Aeschylus. And here lies one the 
differences between art and science. For Harvey did irreparable harm 
the medical science Galen; and Einstein, Urey, Fermi, Bohr, and com- 
pany have taken great deal out Newton’s universe. The fact is, prog- 
ress not word that very useful art. While science from 
imperfect disproved hypothesis, from synthesis higher synthesis, art 
may its very beginnings arrive some the highest expressions its 
own particular kind truth. 

“What anyone who speaks for art must prepared assert,” Stegner 
concludes, “is the validity nonscientific experience and the seriousness 
nonverifiable insight.... The artist.... lens see through.... The 
proof art. the response. Any work art the product 
total human being commenting with his total understanding experiences 
that with luck may become symbolically representative larger experiences, 
even all experience.” 

Vaihinger wrote 1877; Havelock Ellis, commenting Vaihinger, 
1922; Stegner 1958. Each recognized that the elusive element any 
human endeavor creative insight, inspired imagination. Can denied 
that this also the elusive element, indeed, the indispensable, the essential, 
the decisive element scientific marketing? For unless full communica- 
tion attained, unless product, package, price, salesman, advertising, point- 
of-sale display, and dealer all sense” the consumer, the market- 
ing plan, matter how many pages covers, does not function full 
efficiency. 

How does the marketer capture this elusive element? And how can 
sure, does succeed capturing it, that has provided him with the 
right fiction, the true insight? The way capture it, course, re- 
cognize its validity, its importance, its indispensability. for being sure, 
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this must come from within; cannot come from the most carefully as- 
sembled facts. must come from conviction that what one doing 
benefit one’s fellow man; must come from courage and the willingness 
take risk; must come from enthusiasm, from delight persistence; 
must come from the concentration all one’s energy and imagination 
the attainment the goal. And, course, must come from the establish- 
ment the goal itself. 

human, not mechanical factor. put into operation be- 
lief. Its principal enemy fear, which smothers it. And its chief nutrients, 
besides belief, are blood, sweat, toil, and tears. short, the elusive ele- 
ment scientific, let say successful, marketing pretty much the 
same the elusive element successful living. Since marketing 
human activity and part our way life, this should not too surpris- 
ing. 

Only few weeks ago had the thrilling experience losing myself 
new book from the pen eminent astronomer and cosmographer, 
not unknown these parts, Harlow Shapley. Its title is, and 
Men. introduction Shapley writes: survey the relevant know- 
ledge that the inquiring mind man has brought light. leads specu- 
lative meditation, dreaming built out wonderment.” 


This meditation, this dreaming, cannot help but feel, the essential 
spirit creativity. undoubtedly feeds research, inquiry, and 
what research and inquiry turn up. How makes use them one has 
yet explained clearly enable anyone beome creative will. But 
the results creativity, believe, clearly indicate orderly process 
some kind. this connection, discussing the creation and development 
the universe from, says, chaos order, Shapley writes, brilliant 
footnote: “Chaos but unperceived order; word indicating the limi- 
tations the human mind and the paucity observational facts. The 
words ‘chaos,’ ‘accidental,’ ‘chance,’ ‘unpredictable,’ are conveniences behind 
which hide our ignorance.” 


think that delve deeper into and examine more critically the 
function call the creative process, the elusive element scientific mar- 
keting, shall quite probably find that, like all creation, essentially 
progression from chaos order, with the order inherent the original 
chaos extent are not now either able perceive or, all too fre- 
quently, inclined believe. 


Yet out this creative chaos that orderly marketing emerges, 
marketing that successful because builds wants anticipating needs. 
And more than ever before this elusive element must called on, for more 
than ever before market effectively must plan over longer and longer 
periods. And the further plan into the future, the more must rely 
the creative imagination, call into being the fictions without which 
cannot project, without which cannot anticipate. Indeed, the very act 
correctly imagining the future, the creative imagination, sometimes slow- 
ly, sometimes with surprising speed, brings into being. And this elu- 
sive element, this inexplicable element, this creator fictions, creates the 
reality which research can then examine, its leisure, and pronounce real 
and sound and tangible, while the elusive element already work bring- 
ing still more distant future into being. 
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MANAGEMENT’S NIGHTMARE 


Ray Eppert* 


Burroughs Corporation 


For some months now have had flood comments the reces- 
sion. have looked from the front, and from the back, and side- 
ways. have asked, recession depression? the immediate 
future can expect downturn, upturn, indeed sideways move- 
ment” meaning, take it, movement some lines and down 
others. But whatever the general picture, there doubt that marketing 
management the spot, and rightly so. For the fact that this period 
attention almost reflex action turned marketing good sign. 
evidence that professional marketing management recognized the 
key business growth. 


not underestimate the importance manufacturing. The record 
may measured the continuing increase American gross national 
product. the years before World War doubled our output about 
once every years. Since World War have been growing rate 
which promises double output every years. And, let add, the best 
authorities agree that this recent rate advance can bettered 
understand the rewards growth and are prepared make the necessary 
effort. 


this potential rise output opportunity confronts us, op- 
portunity greater individual fulfillment. But there condition its 
realization. increase output meaningless unless market and 
market profitably. The corollary mass production mass distribution. 
The question propose you tonight is: Can will what 
necessary insure that industrial progress translated into consumer 
benefits? That the current and future challenge marketing. 


NEW CONCEPTS MARKETING 

the past few years many things have happened prepare for 
this task. Not least the work the American Marketing Association. 
New concepts and new philosophy marketing have been developed 
under your inspiration and that other management organizations meet 
more complex business conditions. Most remember those days when 
distribution meant quite simply sales, whether the form merchandising 
specialty selling. The sales force received the product from manufactur- 
ing, and the job was place the shelves for selection the customer 
directly persuade him buy it. Perhaps was not quite simple 
that, but point that were too often production, not customer, 
oriented, sought shift the goods hook crook, whether not 


*Ray Eppert President Burroughs Corporation. Mr. Eppert 
joined the company 1921 and held various marketing positions with 
Burroughs. 1941, became General Sales Manager; 1946, Vice 
President charge marketing; 1948, Director; and 1951, Ex- 
ecutive Vice President. Mr. Eppert holds honorary degree Doctor 
Humanities from Hillsdale College. 
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they corresponded the customer’s needs. Our emphasis was our prod- 
uct, not the benefits him. 

Don’t misunderstand me. This old-fashioned salesmanship highly 
essential quality. There is, fact, nothing the current situation that 
good dose could not cure. The other day Detroit few comments 
made “the hard sell” the best anti-recession legislation were reprinted 
the newspapers. And now have whole file horrible examples sent 
readers add own store case histories indifference the 
salesroom territory. With all emphasis would say there substitute 
any time, and particularly now, for the hard sell. 

What, then, this new concept? does not replace salesmanship. 
the contrary, applies more effectively. means selecting salesmen 
more carefully. means training them more efficiently. means providing 
prompt product service and maintenance. means guiding them re- 
search into market opportunities, supporting them sales promotion, ad- 
vertising, and public relations. word, replacing improvisation 
with planning. 

Salesmen feed enthusiasm. They must optimistic. They are in- 
terested primarily selling what they have now. And they are confident 
that their powers persuasion will close the deal. All this good. 
indeed precisely this optimistic confidence must instill into our sales 
force. Marketing management, however, cannot completely oriented 
single and immediate objective. While they are stimulating the sales 
force sell product, they must preparing obsolete it. While they 
seek increase revenue, they must make certain that they are increasing 
profits. While they are satisfying the present wants customers, they 
must studying what future years they might want. 

Able salesmen not necessarily make good managers. The jobs re- 
quire different set qualities. selling art, marketing manage- 
ment science. The salesman must make his calls persistently. 
must allow nothing dampen his ardor. must supremely confident. 
Belief the product essential for management, but suicide ob- 
structs product improvement the discard the product when obsolete. 
Persistence good, but dangerous becomes persistence opposing 
necessary change. Thus marketing management must warmly enthusi- 
astic and coldly analytical, inspiring the sales force with pride the prod- 
uct while preparing replace it. 

There was time when all depended persuasive selling. This, 
have stressed, must always primary. But now more needed. The sales- 
man must supported depth. may personally effective, but 
will hobbled unless previously the right decisions have been made re- 
search and development, product planning, market analysis, sales train- 
ing, advertising, and on. the personal skills the individual sales- 
man must add the depth and breadth the organization that stands 
behind him. 

The growth the scale business organizations added our 
ability things, but has increased the penalty doing things wrong. 
the past could perhaps progress way trial and error. Today, 
with our increasing interdependence, with the growth size organi- 
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zations, cannot afford the immense waste resources, both natural and 
human, that inevitably results from acts ignorance. the current reces- 
sion has reminded us, have added greatly our fixed costs and raised 
our break-even points that small drop revenue can bring large 
drop profits or, indeed, wipe them out altogether. 

have been enjoying some the most prosperous years our his- 
tory. Some industries have suffered from the hazards change, but 
general the economy has flourished. true that generalizations about 
the behavior corporate earnings may the light our current knowl- 
edge somewhat rash; but this much clear: despite large increases 
revenue, many our major industries have been less profitable than be- 
fore the war. you wish documentation this statement, refer you 
the careful study Cottle and Whitman’ recent issue the Harvard 
Business Review. They prove the broad scale what most can docu- 
ment our own enterprises, that volume guarantee profits. 
impressive read the story the growth gross national product, but 
would foolish overestimate industry’s reserve strength against the 
effect higher taxes and rising costs. 

important element those rising costs is, course, the cost re- 
search and development. Figures for earlier years are not accurate 
more recent figures, but been estimated that industry more than 
doubled its expenditures for research and development between 1946-1953. 
may well have reached billion last year. increasing extent, re- 
search and development are becoming the motivating force the economic 
process. our own industry, where remarkable advances have been made, 
growth decline real sense keyed technological innovations. 
But this costs money. costs millions dollars. fact, Burroughs 
Corporation alone has spent over $38 million the last three years the 
research and development commercial products. 

Research and development are the keys future markets. Whatever 
the risks involved, must take them order stay the competitive 
race. Sales new products, are told, will double from 1955 1960 and 
1960 will account for 15% total sales the chemical, electrical, machin- 
ery, and transport equipment And 1965, course, much 
larger percentage total sales will products not the market today. 
are not developing now some those new products, may well 
not business all 1965. 


sometimes said that have lost the risk-taking spirit our 
grandfathers. would say rather that, although take fewer risks, 
they are generally vaster proportions. They could experiment from day 
day and recover quickly from false move. may suffer the dam- 
age wrong decision for years afterwards. not surprising, there- 
fore, that management consistently looking for more and more data 
reduce the possibilities error. And the search for certainty taking 


Cottle and Tate Whitman, “20 Years Corporate Earnings,” Har- 
vard Business Review, May-June 1958. 


American Economy, Prospects for Growth 1965 and 1975, prepared 
McGraw-Hill Department Economics, 1958. 
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into ever wider fields knowledge. used think that knowledge 
engineering, manufacturing, sales, and finance comprised the appropriate 
background for business management. Today, top-management commit- 
tee likely hear discussions which involve such diverse subjects ad- 
vanced physics, consumer motivation, human relations, international politics, 
and don’t know what. 


small businesses one man can fairly easily keep touch with all 
operations. larger organization impossible. The brilliant amateur 
may prosper for while the basis lucky hunches. the end will 
down before the complexity the situation confronts. Not the ability 
everything, but the power coordinate and plan now essential 
top-management personnel. essential, especially marketing manage- 
ment. Insofar they have assumed place top-management responsi- 
bility, their perspective cannot narrower than the total organization, 
Dominance the competitive struggle will belong men and organizations 
who use most effectively the total resources rounded and well-balanced 
team. 


the pace competition increases, the complexity modern busi- 
ness grows, the search for men capacity becomes more urgent. The pres- 
sure for better, even superlative, performance increasing both business 
and the nation whole. are the midst technological revolu- 
tion which has made change our permanent way life. are testing 
which system the more creative, which system best answers the hopes 
millions still imprisoned poverty. are testing which businesses can 
more quickly respond the opportunities being opened new tech- 
inques. win these contests must stretch our capacities the utmost. 
This true our statesmen. true business management, and cer- 
tainly marketing management, Marketing management has won 
claim priority terms its experience the firing line. They will 
not deserve fully except the effectiveness their behind-the-lines 
planning. 


TRAINING BUSINESSMEN 

How find and train such men? How can ensure they have 
both specific skills and intellectual breadth? What educational back- 
gound should they have? What experience should provide for them? 
not pretend have all the answers, but must find them ever more 
surely. the question education some say that more emphasis the 
liberal arts schools and colleges necessary. this meant that 
our children and young men should get the essentials education rather 
than the frills, could not agree more. the same token let 
burden our schools and colleges with tasks teaching those things which 
can better taught elsewhere, including those subjects that can best 
learned experience and the job, least concurrently with the job. 


the field business education, America has long been the 
pioneer. was this country that the various segments the subject 
matter business were first identified fields study. The contribution 
made business schools over the past half century the teaching the 
marketing, accounting, finance, labor relations, and forth, 
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equally many countries, including the United States. Whether are 
speaking domestic operations and the integration various specialties 
comprehensive marketing plan, whether are speaking the to- 
tal operations corporation both home abroad, our problems re- 
quire that stretch our minds ever broader concepts. selecting and 
promoting men, therefore, find must look for those who have 
comprehensive understanding the problems business management and 
the business world general, its relation the rest society and the 
world. 


199 


has been immense. And yet something has been found lacking this 
academic discipline. 
After World War new departure was therefore made. Here the 
Harvard Business School, the pattern had existed that time 
was changed. Abandoning some extent the old categories marketing, 
finance, accounting, and the like, Harvard focused its teaching 
the process management decision whole discussions real busi- 
ness situations. Harvard was endeavoring beyond the training 
specialists the development men with both detailed knowledge and 
broad perspective and judgment. 
Thus our schools and colleges have been struggling with the changing 
needs business, with the need concurrently develop specialties and the 
same time integrate them, with the need plan for the long term, with the 
need business leadership that aware community and national prob- 
lems and indeed can make constructive contribution them. 
WORLD TRADE 
The new relationship business the great issues our day strik- 
ingly exemplified the international field. Parallel with the growth 
American political leadership, American economic affairs have become 
worldwide. Our export trade last year was greater value than the total 
industry nonfarm building. was great the sale all steel mill 
products this country. Ever more rapidly our industries are eating 
our reserves many natural resources, with consequent increasing depend- 
st. ence sources supply abroad. And above and beyond these direct con- 
nections, there the urgent political need bind together the nations 
the free world with the strong ties trade. Less trade means more trouble, 
the President has said. This true domestically. true also world 
trade. 
our own company have sought build our international 
division the idea that are not American much interna- 
tional concern, giving promotion from country country according talent 
and ability. Thus, our general manager Sweden Dutchman; our man- 
aging director the United Kingdom Canadian; Belgium, French- 
man; and on. And walk through the executive offices our inter- 
national division Detroit, one will hear variety accents from the var- 
the ious nationalities which staffed. 
have plants Plymouth, Michigan, that export the world. But 
her also have plants England, Scotland, and the continent that export 


FUTURE CHALLENGE 


From all have said you will have concluded that believe that the 
task management the period ahead will even greater than the 
past. But what the current recession? Will this setback destroy our 
hopes? Hardly day goes when are not asked, how you see the 
future? What your prediction for 1958 and let say with 
all emphasis that believe the American economy continue grow 
rapidly, and every reputable study confirms this optimism. Indeed, suppos- 
ing that the gross national product grows the rate annually, which 
has been the rate postwar growth, then can expect the economy 
reach the fantastic level $642 billion 1967, and those are 1957 dollars. 
That means increase 32% years. 


Now this the important point. produce this level 1967 
will have labor force that can only increase 13%. crystal ball was re- 
quired arrive this particular figure for the simple reason that every 
one who working could working 1967 presently alive. 
More specifically, the increase 1959 the labor pool over that 1957 
will 2.9%; 1960, Not until 1970 will get the more consider- 
able increase 21.8% over 1957. The problem fact not going 
shorter work week the foreseeable future. The question rather is, are 
going able what can and should with the labor force that 
will available. 


The continuation high rate growth will means auto- 
matic. true that since the war total production has been following 
annual growth trend. But this only trend. For over two years now 


the pace has been sagging, and have actually been outdistanced rate 
growth Western Europe. Surely, then, now the time review our 
operations, install cost-cutting equipment, and streamline our or- 
ganization for greater productivity. Now the time research and develop 
those products are going need 1965. Now the time increase 
our selling impact. The dynamism the American economy not built in. 
must continually generated the energy and capacities American 
management, and particularly marketing management. 

own industry this situation special challenge. are pre- 
paring respond it. are developing products that will most certainly 
contribute the production more goods less cost. propose sell 
them hard, for there question what the most important anti-recession 
measure is. There need look secret weapon. recent re- 
port the economy suggested, business can more than any other group 
create jobs introducing new products, selling aggressively, and 
offering better values. The new remedy the old one, the dynamic power 
creative selling. 


have recent years heard lot about sales training: what train- 
ing needed, where done, what means should used, and on. 
But one crucial aspect sales training has unfortunately been omitted. 
may fortunate that were not able give our total sales force this 
experience. But our sales force may less competent because the lack 
it. What then this aspect sales training? the experience 
‘selling period declining demand. The majority our people have 


200 


a 
| 
| 
|. 


known only increasing sales, rising revenue, developing demand. Their 
records have been made times sales acceptance; they are now being 
tested times sales resistance. 


can assure you that have every confidence that salesmen and sales 
management will come through this period with the greater confidence that 
comes with experience, the experience hard sales. Unless are not moti- 
vated the belief that our product our service necessary, may 
well get out the marketing field. Success selling success per- 
suading the customer that can him service. times boom 
perhaps can take advantage the pleasure that the customer takes 
spending. times like these must convince him his need buy. 
When the time comes look back the present recession, will, be- 
lieve, seen healthy influence that promoted efficiency and sti- 
mulated renewed efforts. are, someone has said, dieting. have 
gone into training and nothing but good can come it. sounder lines 
can now build for the upturn. the power creative selling, backed 
integrated marketing planning, can and will these urgent times 
give new strength business and also the nation. 
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MARKETING RESEARCH ADMINISTRATION 


Anthony Cascino* 
International Minerals Chemical Corporation 


Generally, subject such “The Changing Role the Professional 
Market Researcher approached from only one vantage 
point, either that the professional market researcher that the 
marketing man who uses the services the professional 
searcher. This one-sided view runs the risk emotional bias 
ability appreciate the other side’s problems and responsibilities. 


All too often, have found this paradox: the one hand, the pro- 
fessional market researcher decrying the fact that not allowed 
make his full contribution, and, the other hand, the marketing man 
complaining that can’t get enough practical from the mar- 
ket researcher. refuse believe that this condition exceptional be- 
cause have heard stated too many times. 


Permit illustrate what mean borrowing from experience. 
can remember, market analyst, and even manager market 
research, how frustrating and irritating was for forced 
confine participation the marketing strategy 
the accumulation and dissemination data. admit that times 
was allowed voice interpretations, but they were all too frequently 
ignored not treated with the seriousness that honestly thought they 
deserved. Then, when the powers-that-be sat down form and shape 
the marketing plan, was conspicuous absence. Even when the 
data which had collected were subsequently presented sales meetings 
customers’ conventions, was always some hot-shot sales manager 
marketing man who expounded with eloquence and authority. you 
have had similar experiences, sure you too have felt the pangs 
frustration just did. 


But now let put the other hat and look the picture from 
the standpoint marketing man. sure boss the time 
thought: these data are not fact finding, they are fault finding. And 
was probably right, because always took great delight emphasiz- 
ing the negative side. Instead gaining the confidence the market 
strategist was actually alienating him. The very first speech that 
was allowed make was entitled “Fact Finding and Not Fault Finding” 
purposely overcome the image that had been built about me. How 
dismayed must have been with some interpretations, 
impractical interpretations which expressed the remote and 


*Anthony Cascino Vice President charge marketing with the 
International Minerals Chemical Corporation. has been the Director 
Marketing since 1956. has taught Ripon College and Northwestern. 
From 1946 1953, was associated with Bendix Home Appliances, Inc., 
and 1953 served Director Marketing with the Crosley and Bendix 
Division AVCO Manufacturing Company. did his undergraduate 
study Illinois Institute Technology and received his Master’s from 
Northwestern University. 
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tion that had nurtured for myself. must confess that, read some 
the analyses that had made the time, the approach was certainly 
abstract. sure caused the reaction that here was good textbook 
stuff, but nothing else. And finally, how could have been offered the 
opportunity participate convention when delivery was dull 
and academic rather than invigorating, persuasive, and appealing. 


The question is, whose fault that these conditions are allowed 
exist? sincere conviction that both sides contribute the 
problem. All too often, the professional market researcher content 
remain purist, rationalizing that does not want his objectivity 
clouded the confusion and inconsistent behavior the market place. 
And his very speech betrays his feelings; does not even know, let 
alone use, the vernacular the market place, and therefore 
communications barriers. Again, all too often 
genuine attempt improve his public speaking ability, and this ability 
one that most necessary the market researcher move from 
that area one broader marketing for the mar- 
keting man, all too often does not provide the professional market 
researcher with the opportunity for expression; does not provide him 
with the encouragement for becoming fully acclimated with the vernacu- 
lar and intimate practices the market. thesis that market 
researcher can retain all his objectivity but develop atmosphere about 
him that makes possible for him convey this objectivity that 
will understood, appreciated, and accepted the marketing strate- 
gist. And when has reached this point, then and only then can 
make his full contribution the total marketing plan. 


don’t think that I’m being merely wishful approach. 
convey you the role that our market researcher plays the total 
marketing plan, not mean imply that our circumstances are 
ideal and that there perfect harmony. believe, however, that have 
made great strides this direction, and illustrate this point should 
like cite specific case history the development actual mar- 
keting plan that presently underway our corporation. de- 
scribe this case history, will point out specifically the role played 
the professional market researcher. However, before begin describe 
this case history, must first tell you where the manager market 
research fits our organizational structure because this integral 
part the whole concept. Within the marketing division, quite obviously, 
administers the functions the market research department. But 
beyond that member the marketing division planning board, 
and the function this planning board develop the total market- 
ing plan from its very conception its completion. Through his parti- 
cipation the planning board, the manager market research can be- 
come vibrant, dynamic, aggressive, active participant the develop- 
ment the total marketing plan. much part and parcel 
the plan any other individual, including the vice president the sales 
manager. Actually, the beginning and the end market plans 
our company. 


Let take the case history which referred. example 


203 


is 

cet 

tly 

the 

ngs 

ger 

you 

ime 

And 

rket 

ing” 

How 

the 

ector 

Inc., 

duate 

from 


covers the marketing plan for three divisions company. com- 
mon problem for each these three divisions arose out the inherent 
characteristics the industry which they serve. Each these divisions 
independently and individually sells fertilizer ingredients the same end 
user, the fertilizer manufacturer. The fertilizer manufacturer then com- 
bines these ingredients and others into balanced mixed fertilizer for 
application soil farmers and city dwellers. 


Like most industrial goods, products sold these three divisions 
are highly standardized, with little opportunity for promoting product 
differentials. While insist that our products are superior, product 
differentials are not sufficiently apparent motivate the customer. 
cordingly, inherit all the problems selling standardized product. 
cannot provide the customer with justifiable reason for favoring 
us, then leave him with only one recourse, seek the lowest price. 
Obviously this would work against everyone’s 


also were confronted with another consideration, which again 
not uncommon industrial marketing, and that was the contention 
that, unlike the consumer goods business, our industrial products are 
sold customers who are solely interested the specifications the 
product. Further, since discussion product specifications necessi- 
tates technical background, such products must sold 
cians; and when technicians are selling and technicians are buying, there 
room for the basic appeals that are applied the consumer goods 
business. These two factors, the problem the standardized product 
and the so-called area which technicians work and live, were 
the subject consideration the very first planning session the 
development the marketing plan. discussed the problem 
standardized product, the question came what in- 
ducements could offer our customer that would tip the our 
favor. Without the professional market researcher present the plan- 
ning board and taking active part, might have conjured pos- 
sible activities with more solid foundation than our own opinions. 
But the market researcher insisted that our opinions perforce reflected 
bias and that, really wanted know what activities would moti- 
vate the customer, had better use intermediary probe his mind. 
This was not easy sale for the professional market researcher, be- 
cause there were men sitting around the table, the planning session, 
who had sold these products for years more and these men felt 
that they knew everything there was know about the customer. 
The market researcher finally got his way suggesting that just 
pilot study for very nominal amount, see there was any op- 
portunity increase our fund knowledge regarding the customer’s 
behavior. should obvious you that market researcher, 
order sway strong-minded, opinionated group practitioners, must 
able speak with conviction and language that can understood. 

The pilot study was conducted and clearly and quickly demon- 
strated that there was certain amount important information regard- 
ing the customer’s behavior that had fairly well eluded through the 
years. full-scale market survey was immediately embarked upon and 
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its findings provided the basis for the entire marketing plan. The mar- 
ket study showed that the fertilizer manufacturer was acutely conscious 
his needs—his business had been slipping, competition was keener, 
and needed assistance helping him get rid his product. Such 
specific areas “How Analyze His Market,” Hire, Train, 
and Pay Salesmen,” Advertise and Promote,” Hold 
Aggressive Customer Meetings” were the ones where the customers were 
pleading for assistance. From this fundamental knowledge emerged the 
marketing plan. We, company, undertake the important 
commitment and obligation assisting our customers these merchan- 
dising practices. would elevate the standard marketing the in- 
dustry, moderate the price deterioration problem, and produce greater 
profits for our customers and for us. 

had also discovered through this survey that our customers, even 
though technically minded, were first all people and they would re- 
spond the basic appeals that are frequently used the consumer 
business. important note that the market researcher was acutely 
consious the problem that confronted and sitting planning 
sessions was able use survey techniques help resolve the problem. 


Therefore, the professional market researcher had provided the base 
for the entire marketing plan. showed specific set services 
which, provided the customer, would set apart from our com- 
petition. Secondly, proved that could glamorize and dramatize 
these activities and get receptivity and acceptance them. 

The basic plan that evolved was this: would prepare series 
“How To” manuals market analysis, sales manpower, advertis- 
ing and sales promotion, and customer meetings. These manuals 
would not facsimilies Alexander Hamilton Institute books. Rather, 
they would written specifically around the fertilizer manufacturer’s 
business. They would include case histories and examples that confront 
him every day, and they would resolve merchandising problems that 
actually faces. Because the market researcher already possessed in- 
timate background the customer’s behavior and practices, was able 
sit down and write very practical, down-to-earth, attractive, interest- 
ing manual “How Analyze Your Market.” When the professional 
market researcher part and parcei the marketing plan, his knowl- 
edge can used prepare tools necessary execute the marketing 
plan. 


dress this whole service concept, chose timely and drama- 
theme that would have high conversational value. called “In- 
ternational’s Full Orbit Service” and our slogan was “Out This World 
Service for Down Earth Results.” was alive with Sputniks, rock- 
ets, satellites, and other outer space decor. 

Obviously, program big International’s Full Orbit Service, 
program wherein we, company, were assuming serious obligations 
the customer manner and extent which had never 
before been exposed, called for aggressive, rigorous sales training pro- 
gram for our own representatives. They had become masters these 
services they were perform them for the customer. The manuals 
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alone would little value they were not implemented personal 
assistance. Accordingly, complete week’s sales convention held. 
Borrowing from the consumer goods business, the first day was designed 
create big emotional impact the sales force. When they arrived 
the meeting room, they found full Sputniks, rockets, galaxy 
comets, space ships, and missiles. Each speaker was introduced with 
blasts CO2 which simulated the exhaust rocket being launched. 
film strip showed the Explorer being shot into orbit; video and audio 
effects gave flashing lights and thunder; young ladies scanty uniforms 
brought various props they were needed. Prizes and contests pro- 
vided incentives for the salesmen aggressively pursue the program 
with the customer. you can see, this atmosphere and decor each 
speaker had vibrant, enthusiastic, and persuasive, and this at- 
mosphere our market researcher really was good. stood his 
own two feet and delivered the message that provided the irrefutable base 
for the entire marketing plan. depended upon his message con- 
vince the salesmen that the program was exactly what the customer need- 
and wanted. are indebted our market researcher for success- 
fully laying this platform for us. can assure you there was com- 
plete receptivity the field sales force because they reognized the au- 
thority with which spoke. 


There are other contributions the marketing plan that made. 
For example, because the exciting theme selected for this program, our 
first inclination was use advertising featuring the name the pro- 
gram, “International’s Full Orbit with the theme line, “Out 
This World Service with Down Earth Results,” field Sputniks, 
satellites, and planets. But was primarily the market researcher who, 
after testing series advertising approaches, came back with the seri- 
ous caution that our advertising approach straightforward, direct, and 
simply stated. reminded that the customer did not know anything 
about Full Orbit Service, that this phrase had meaning him whatso- 
ever, and that this premature state Sputniks, planets, and satellites 
would only confusing and misleading. Therefore, our first announce- 
ment ads used such copy this: “Now! From International! new 
concept service help you sell more fertilizer profitably.” Buried 
the copy block was the first reference Full Orbit Service and the var- 
ious elements service were prepared offer the customer. 


summary, these are the functions performed our market re- 
search manager this particular marketing plan: 

analyzed the problem with which were faced. 

surveyed the consumer determine what anything be- 
ing done competition attack the problem. 

interpreted results and proposed solution the problem, 
which laid the groundwork for the entire marketing approach. 

carried the story the sales force the meeting. 


This program has been going the field for about four weeks, 
and our manager market research continues play active part. 
Each week mails out the field salesmen’s standings performance 
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against quota for the presentation our full orbit service. These letters 
are written style that tends impel the salesman greater effort. 
Also, our manager market research working with the research de- 
partment our agency measure the our advertising, 
direct mail, and give-aways. has established realistic appraisal for 
measuring the sales-getting power our program customer-by-cus- 
tomer approach. will return the field follow-up survey 
about six months compare the customer’s image our company 
supplier fertilizer materials. The results this second survey will 
tell whether have been truly successful differentiating ourselves 
from our competitors. 


What does this case history prove? That our manager market 
research master research techniques? Obviously, think 
good, but dare say better than hundreds other managers mar- 
ket research across the country. believe that the essential difference 
between our manager market research and many others that 
has created situation wherein respected all participants the 
total marketing plan practitioner, one who fully acquainted with 
the dynamics selling, one who understands and sympathetic the 
problems encountered the marketing team, one who spends little time 
but constantly seeking constructive measures help 
the selling effort. has also adopted personality that promotes re- 
ceptivity and acceptance for his special interests. our sincere con- 
viction that this description epitomizes the changing role the market 
researcher marketing. 


would suggest any market researcher who complains that 
not appreciated, not fully utilized, and not active participant the 
execution the total marketing plan that some serious introspec- 
tion, that take realistic inventory his personality and consci- 
entiously determine whether invites confidence and cooperation. I’m 
sure that does this will find holds major responsibility for 
his plight. 
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THE CHANNEL MARKETING 
UNIT COMPETITION 


Reavis Cox* 


University Pennsylvania 


becoming increasingly apparent that the concepts 
dures systems engineering can applied many mar- 
keting with good results for understanding and control. This has been 
most conspicuously illustrated, perhaps, operations research, which can 
defined form systems engineering. For many marketing peo- 
ple, however, and especially for those whose background non- 
technical and nonmathematical, the language operations research has 
been abstruse make much its literature virtually inaccessible. 
Clearly, many are make effective use this analytical tool, 
must translate what has say into terms more understandable 
problems marketing management that are quite familiar and 
see what happens them consider them problems the organ- 
ization and control systems. 


the few minutes allotted here this morning should like 
propose example the idea that the organization and control chan- 
nels distribution are substance problem systems engineering. 
Looked this way, the channel problem becomes something quite dif- 
ferent from what ordinarily described being. some ways 
becomes considerably more complex. the same time becomes more 
precise and understandable. 


begin with let consider what mean system. The term 
turns out extraordinarily difficult define. There set 
entities readily observable all which can point and say, “This 
cannot define pointing because practice the boundaries any 
particular system are always arbitrary some extent. Problems ad- 
ministration must broken into pieces that can handled units. 
But the actions about which decisions are made are not fact isolated 
bits behavior; they are always interrelated with something else. 
Every system can treated part larger system until have taken 
the entire universe. all can say way definition that 
system set interrelated actions concerning which someone must 
make interrelated decisions. 


The utility the system concept for management lies, therefore, 


*Reavis Cox Professor Marketing and Chairman the Marketing 
Department, Wharton School, University Pennsylvania. President- 
Elect AMA this year. Dr. Cox received his from the University 
Texas and subsequently joined the staff the Journal Commerce. 
received his Ph. Columbia while instructing business administration. 
has been consultant the Government and number busi- 
nesses. Dr. Cox also the author and co-author numerous articles and 
books. 
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more the emphasis puts upon interrelations among activities than 
setting entities that may serve countable units statistical 
universe. some fields science, great ingenuity has gone into invent- 
ing laboratory techniques that isolate the particular variables which 
the experimenter happens interested from the system variables 
which they appear. Where laboratory techniques cannot used, 
much social science, analogous techniques have been devised sta- 
tisticians. These endeavor set intellectual equivalent the lab- 
oratory, thus providing the social sciences with workable approxima- 
tion “other things being held equal.” 

Consideration the system rather than the isolated variable serves 
remind that management the executive does not control his envi- 
ronment. must make his decisions not physical statistical 
laboratory but the real world where his variables come before him 
sets and where careful working out optimum interrelations 
important part his responsibility. 

Systems analysis can help him meet his responsibilities least 
two ways. First, given system managed, when has been 
assigned administrative responsibility with more less well-defined 
boundaries, can investigate the problems faces, seeking answers 
that make full allowance for interaction among the parts the system 
supposed control. Alternatively, given managerial decision 
must make, can help him determine precisely what the variables 
his problem are and show him the boundaries the operational system 
within which can best solved. The boundaries the problems 
solved may turn out fall well within the limits his assigned au- 
thority; but often will found that they not.' 

can, believe, achieve better understanding the rise the 
manager marketing new corporate office look upon what 
happening attempt eliminate discrepancy between the sys- 
tems responsibility carried executives charge the various as- 
pects marketing and the systems authority allocated them. 
have long had conventional division administrative responsibilities 
between marketing executives and other executives the management 
business. Marketing itself has likewise been divided into conven- 
tional group systems assigned such officers the sale manager, 
the advertising manager, and the manager marketing research. 

has become increasingly evident that for many companies the pat- 
tern interrelations among actions clustered about the marketing func- 
tion, and concerning which consistent policy decisions must made, 
different from the administrative systems conventionally set cor- 
porate organization charts. The rise the manager marketing 
the most obvious outward evidence the effort made, often 


this discussion the nature systems analysis and operations research 


have drawn freely upon Malcolm Hoag, “What System?” 
Operations Research, Vol. (June 1957), pp. 445-447, and Jay Wright For- 
rester, “Technology and Industrial Dynamics,” Juan Cameron, editor, 
Adventure Thought and Action (Cambridge, Mass., Massachusetts Insti- 
tute Technology, 1957), pp. 10-21. 
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fumbling and uncertain way, bring the two sets systems into de- 
gree correspondence closer than traditional organization structures can 
achieve the present-day economy. 


tempted explore this side road further, but time running 
out. shall content myself with merely suggesting the analytical pos- 
sibilities that lie this direction and down the main road indicated 
the outset. This consider whether not have systems an- 
alysis analytical device that should helpful dealing with the 
organization and control channels distribution. 


The customary approach this problem defines the channel very 
narrow terms. have tended think the channel group 
agencies that successively take title some group products. Goods 
“move down” this channel from owner owner. Even more narrowly, 
the channel has been the particular sequence owners that comes be- 
tween manufacturer and the user his product. 


Within this context, effective competition, for many firms, has been 
defined effectiveness moving goods the next owner, the principal 
exception being where manufacturers have tried reach over their dis- 
tributors promote the purchase their wares users two three 
steps removed from them the ownership chain. such situations, 
there has been some appreciation the fact that the marketing task 
performed effectively only the successive agencies cooperate the 
whole job well; but even here there has been only limited acknowl- 
edgment the principle that the various agencies are effect partners 
engaged common task. 


For good many years some academic men, and notably 
league the University Pennsylvania, Professor Ralph Breyer, have 
been urging broadening the channel concept and deepening the 
analysis channel problems. Here emphasis put upon the fact that 
the ordinary where ultimate user (individual, indus- 
trial, governmental) receives product from the economic system, 
completes process that required the cooperation great many 
people and firms. The goods receives has started somewhere raw 
material, often far distant material. moved physically from 
where started, through succession sorting, storing, transporting, 
and processing operations. every stage has been owned someone. 
Its movement from owner owner, from place place, from process 
process has been accomplished succession and combination 
administrative decisions and market transactions. Each these has had 
arranged and carried into effect someone. Someone had put 
the capital embodied the goods each stage its movement, 
and the whole operation has had done such way that the wants 
the ultimate user are least reasonably well satisfied what has 
been accomplished. 


the channel thus considered, the usual test effectiveness becomes 
completely inadequate. What any particular participant requires from 
considerably more than effectiveness the handling his arrange- 
ments with the other channel members with whom comes into immediate 
contact. requires some sense tolerable degree effectiveness the 
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performance the channel whole. other words, sees (or should 
see) the entire channel system raising what have well been called “sys- 
tem questions” that must answered the channel operate effec- 
These are questions arising from the need coordinate the pro- 
cedures, actions, and decisions each channel member such way 
achieve the common objectives that make channel necessary the first 
place. 

The presence these system questions the channel problem often has 
been obscured the fact that the past have not ordinarily assigned 
any particular entity the responsibility for seeing that the channel 
whole operates effectively. the competitive give and take busi- 
ness, have tended ignore the common interests the participants 
the channel and emphasize the conflicts. have preferred accept the 
dictum laid down nearly two centuries ago Adam Smith that the guidance 
some invisible hand can relied upon derive from the clash con- 
flicting interests the composite results seek from the system 
whole. have even used our antitrust laws oppose efforts es- 
tablish centralized controls over the channel. 

has become increasingly evident, our economy has grown size 
and complexity, that faith this invisible hand not enough. have, 
our marketing channels specifically, enormous and intricate systems that 
require consideration and management systems they are work out 
well. Effective competition for individual enterprise means participating 
the work channel that competes effectively whole the criti- 
cal point where the ultimate buyer makes his choice among the offerings 
laid before him. Any enterprise that unit such channel may find 
itself losing out the end, matter how well performs its individual 
operations, because the sum total the operations those with whom 
must cooperate comes out badly. 

least partial recognition the nature and importance the over- 
all problem and the need for someone take the responsibility for solv- 
ing lies beneath rudimentary efforts enterprises that hold strategic po- 
sitions reach backward and forward and establish some degree con- 
trol over products that technically not yet belong them that techni- 
cally have passed out their possession. consumer goods, has been 
pointed out, there some tendency for two patterns control emerge. 
One the strong manufacturer who reaches forward control some de- 
gree the operations his distributors and dealers. The other the strong 
retailer who reaches backward control some degree the operations 
his suppliers. 

Normally think this sort thing representing extension 
control the large manufacturer over relatively small dealers the 
large retailer over relatively small producers and manufacturers. The dis- 
crepancies size and the opportunities for abuse the weak the strong 
properly make wary about accepting these arrangements uncritically. 
There plenty opportunity such situations for conflicts interest 
among members the channel result what amounts exploitation 
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the weak the strong. even easier for compromises among in- 
dividuals comparable power result ineffective operation the 
channel whole. 


The concept the channel system offers corrective that 
shows what the true nature the problem managing the channel is. The 
real problem evolve some workable situation that will achieve reason- 
ably well both the objectives the over-all system and the objectives its 
component parts. somewhat more technical language, problem 
resolving acceptable manner conflicts that arise from trying simultane- 
ously optimize the over-all results the channel set achieve and 
suboptimize the results sought the individual components the chan- 
nel. The interests and objectives the component agencies correspond 
those the entire channel only part, and their interest the common 
objectives always faces the danger being overwhelmed day-to-day con- 
centration effort upon divergent interests. 


How this problem will eventually solved shall not undertake 
predict. Unlimited integration that sets common ownership over all 
the units channel commonly impossible and would not always de- 
sirable. larger participation the process government through regu- 
lation, not outright management, may one way out. suspect, how- 
ever, that the best solution simply understanding. need better ap- 
preciation the fact that the common interests channel members the 
end result their aggregate effort are fully important their divergent 
emphasis upon particular parts. this purpose that have sugges- 
ted the desirability remembering that channel not (or least should 


not be) random assortment entities thrown together such way 
that accidentally does composite job required the economy. 
system, and interrelated set actions whose effectiveness must judged 
and can improved systems analysis. Given understanding this 
fact, may safely assume, think, that the parties interest will come 
with reasonably effective answers the systems questions they will thus 
bring light. 
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ORGANIZING FOR EFFECTIVE MARKETING 


Shaw* 
American Telephone Telegraph Company 


Not long ago had occasion examine series charts depicting 
the marketing organizations some America’s very large corporations. 
The only thing they seemed have common was their diversity. 
first found for had expected find some consistent 
pattern. further reflection this diversity seemed not matter, for such 
charts illustrate the form marketing organization rather than the sub- 
stance. the substance want talk about mainly, and refer the 
form you will understand that form that seems fit the conditions 
our own industry, the personalities and viewpoints our leadership, and 
the relation that marketing bears other management functions. would 
rather surprising the form that suits company would suit yours. 
the other other hand the substance, the purpose for which organize, 
universal. 


Your committee suggested that explain you the reasons for the es- 
tablishment merchandising department within the Bell Telephone Sys- 
tem, for this has been widely interpreted mean new emphasis mar- 
keting within the telephone industry. This interpretation not entirely 
correct, for marketing has always been way life with and indeed has 
always been essential our existence. What the new department was 
actually directed was advise and assist our member companies 
their already-established marketing activities “to the end that the desires 
and needs the customers would anticipated and fully Not 
that this was any sense new objective for us, but rather that the enor- 
mous growth the postwar period had made difficult for main- 
tain the readiness-to-serve condition that consider our public ob- 
ligation. 


considering the Bell System marketing organization, there are 
six basic facts that should borne mind. 


Telephone service universal. Everyone uses it. 


The Bell System big. have million home customers, mil- 
lion business customers, million owners, 700,000 employees, and 
$20 billion plant. 


operate free enterprise but within the framework rigid 
system regulation federal, state, and local authority. 


are fully integrated enterprise; that is, are responsible for 
our product from the time gleam the eye the inventor until 
the end its useful life. 


*John Shaw Vice President the Merchandising Department 
for the American Telephone Telegraph Company. his early business 
career, was associated with John Wanamaker, United Gas Improvement 
Co., Lehigh Coal Navigation Co., and Mitten Management, Inc. Mr. 
Shaw joined AT&T 1930. the author numerous articles public 
received his formal education the University 
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virtue our training, our operating methods, and our measure- 
ment systems, are intensely service-minded and customer- 
centered. 


are growth industry the first magnitude. 


may occur you ask why regulated enterprise supplying 
essential service has carry its goods market. There are several rea- 
sons. Chief among them the same reason you must so, competition. 


are the business carrying information from place place, 
and there are lots other people the same business. Some the com- 
panies represented here will testify that would difficult imagine 
more competitive situation than that which now exists among those 
who are position serve the communications needs the pipelines, the 
railroads, and other nationwide enterprises. The only way can secure 
ourselves what consider our proper share this business 
better job moving information from place place lower cost than any- 
one else. Our competitive position complicated the fact that our 
competitors are often position peck away the most profitable share 
the market. Unless compete, vigorously and successfully, may, like 
the common carrier, left with only the unprofitable business. 


Regulation often thought protection that the utility enjoys 
against financial loss. This does not seem have been true the case 
the railroads. The private power companies would tell you there 
tougher financial competition than they face the tax-free government 
systems. When any utility begins think itself free from competition, 
competition appears from nowhere and begins make hay the utility’s 
expense. 


And none escapes the competition for the customer’s dollar. the 
housewife wants one your products more than she wants telephone 
her kitchen, that’s what she’ll buy. happy say that the Bell Sys- 
tem’s share the American family’s disposable income has gone from 
0.8% 1940 1.2% today. Should stay happy with 1.2%, would 
quickly find fading away. intend make rapidly possi- 
ble, and that precisely why organize the same kind marketing 
job that you do. 


How, then, organize for this marketing job? first see 
that all the functions marketing are well manned and closely inte- 
grated that they will work together team. This made somewhat 
difficult our case because these functions are not brought together under 
one unified direction. They tend scattered through number de- 
partments, and some cases they may seem subordinated the main 
objective these departments. This may shock the marketing executive 
who likes see nice clean organization chart with every function that 
affects his end result nicely bracketed under his name. But can give you 
such chart for the Bell System. Indeed did would false 
promise discuss the substance our marketing organization rather than 
its form, 
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MARKET RESEARCH 


Market research the first element marketing. consider this 
element essential the job determining what the customers want 
can made want badly enough pay for it. subscribe the mod- 
ern view that the marketer should guide the engineering development and 
not simply wait until the engineer develops something and then find out 
costly trial and error whether the market wants it. 


the Bell System, the skills and techniques market research 
are found chiefly the statistical sections our accounting departments, 
under the comptroller. These skills may called upon not only mar- 
keting people, but public relations, personnel, any the operating 
departments that are responsible for telephone service. these groups are 
found economists, statisticians, psychologists, who have responsibility 
any one departmental viewpoint but approach their studies with professional 
objectivity. 


all the marketing functions, find this the most challeng- 
ing. The resources for research human habits, wants, motivations are 
not nearly complete available the marketer the resources the 
natural sciences are the engineer. Nevertheless try use those 
have the full, and marketers urge constantly managment the 
importance lending all possible support the social scientists our 
midst, and hope some day they will prove that they deserve the same degree 
freedom and confidence that their fellow scientists the technical 
laboratories are given. 


recently had occasion study the origin and growth technical re- 
search the Bell System. learned that 1885 Bell Telephone executive 
made the flat statement that did not need inventors our employ. This 
view seems have prevailed until the turn the century when the funda- 
mental research work George Campbell made possible the introduction 
loading long-distance circuits, and Arnold developed the structure 
the DeForest audion into the high-vacuum tube that laid the foundation 
for our modern electronic world. Both these men were Bell System employ- 
ees. Campbell was then emboldened bring Dr. Frank Jewett into AT&T 
from MIT, and 1912 Jewett was made head the first organized research 
department the Bell System. 1916 Carty AT&T, then president 
the American Institute Electrical Engineers, urged that all large com- 
panies join the few that had already gone for organized research. 
1924 the Bell Telephone Laboratories was formed and now has its em- 
ploy more than thousand people spending $90 million year sub- 
stantially the sort things that our 1885 executive thought should not 
done telephone employees. 


give you this brief history because years the Bell System 
have seen similar evolution the attitude our business leadership to- 
ward research the sociological sciences. have progressed from hon- 
est skepticism convincing demonstration and are now, believe, about 
the point that technical research reached the early 1900’s. How quickly 
evolve into full acceptance sociological research marketing tool 
will depend how rapidly we, and you, can find practical and profitable 
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uses for the techniques the psychologist, the statistician, and the econ- 
omist. 


PRODUCT PLANNING 


Product planning the second element marketing. When de- 
termine what should brought market, the engineer must given free 
rein develop it. this process the marketer must close ally the 
engineer, for various stages its development the product must tested 
and its effectiveness measured the same techniques that discovered the 
need for the first place. fact the line betwen market research and 
product planning very fine one, and would not argue with anyone who 
wanted consider them one element rather than two. 


the Bell System, the planning those devices that the customer 
touches and handles lodged with our centralized engineering department. 
This group has direct access model shop the Indianapolis plant 
the Western Electric Company, where prototypes any kind telephone 
equipment can quickly made small quantities for test purposes. 


The actual testing done under the direction market re- 
search group the headquarters sales department. Working with the 
field organization the operating company, they select the most suitable 
market for the test and draw the local personnel for the manpower and 
other resources that may needed. score projects are now progress 
ranging from curbside drive-up public telephone device that stores 
telephone numbers for push-button dialing. 


PRICING 


Pricing the third element marketing. When the product the 
service ready for the market, the engineering department, which has 
had the responsibility for its development, prepares estimates its cost, 
working closely with the manufacturer, usually the Western Electric Com- 
pany. must noted that, our case, nearly everything new that 
develop must fit into communications system already existence. The 
actual pricing, therefore, must also consider the new thing relation the 
old, and this done the rate engineer our commercial department, who 
also administers the rates once they are established. Not only the cost 
must provided for, but due weight must given various other fac- 
tors. Important among these are the nature and extent the market 
revealed the prior research and the contribution the new service can 
make the over-all profit the enterprise. 

All our prices must approved regulatory body, usually state 
federal commission. This applies not only the new things, but our 
existing rates are under constant regulatory review. the inflationary 
environment that has been forcing our wages and other costs, this be- 
comes matter major importance, and have special department, 
known Rates Revenues, that has the maintaining satisfactory rate 
levels its sole responsibility. 


FORECASTING 


Forecasting the fourth element marketing. This old and 
well-established function telephone operations that, like pricing, joint- 
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shared the engineering and commercial departments. Since our con- 
struction expenditures, and the capital programs that support them, must 
planned years ahead, first importance that measure accur- 
ately possible how the market going respond our offerings. 
have done this field about well could reasonably expected, but 
need not stress with this audience the hazards that exist predicting the 
future. This rocky field plough, and yet not hold with those who 
say that cannot ploughed now that the machinery will not forth- 
coming that will enable plough better. 

Because miss our estimates occasionally, even frequently, 
reason despair. Rather should redouble our efforts improve 
research techniques. Economic and social trends are being measured with 
increasing accuracy, and know more about how they have acted 
the past, should improve our knowledge how they will act the fu- 
ture. consider this audience, for example, economic unit, feel 
quite sure that accurate measure your present intent with respect 
the use the telephone would fairly good indicator the number 
calls you are likely make the future. must encourage those 
sociologists who are thinking along those lines and trying develop the 
measurement present intent gauge future action. 


INVENTORY 
Inventory the fifth element marketing. has been said that 
businessmen could control our inventories could control the ups and 
downs our economic system. Certainly true that inventory can 


often spell the difference between profit and loss for marketing plan. 


Insofar our physical equipment concerned, the job keeping 
the pipeline filled and its contents flowing smoothly the joint re- 
sponsibility our field forces who estimate requirements, the Western Elec- 
tric Company our supplier, and the forces the plant department that 
install and maintain the equipment. 


Yet the sense that inventory consists goods the shelf, there 
another kind inventory that the peculiar responsibility all the func- 
tions marketing. Like all service industries, must build for the 
busy hour. This means that the less busy hours have idle capacity. 
other words have unsold telephone calls the shelf that will 
waste unless can find some way get them used. That, you will 
agree, common marketing problem. Now when businessman not 
his desk can’t using his business phone, and when his family out 
the car they can’t using the home phone. Public telephones thus tend 
used the off-peak hours. you see increase the number 
outdoor booths the streets our cities and along our highways, you 
will understand that telephone people are applying sound marketing 
principle. 

Another good example getting more use from plant already built 
our dataphone service now being market tested. This new device 
that translates the product any business machine into electrical impulses, 
carries high speed over regular telephone lines, and retranslates into 
the language the machine the distant point. Machines, effect, are 
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telephoning directly machines. anticipate much use this ser- 
vice during the night hours when channels would otherwise idle. 


SELLING 
Selling the sixth element marketing. Concerning this element 
need say little except that the Bell System has recently created, AT&T 
headquarters, sales organization having full department status, ranking 
with our other major operating departments, including commercial, which 
sales was formerly part. 


The organized full-time sales forces the Bell System numbers more 
than thousand people and deals chiefly with the business customers. All 
you progressive marketers, sure, make good use the telephone 
your own marketing programs. Our selling efforts, simply stated, are de- 
signed get you use still more and install the up-to-date equip- 
ment that makes profitable for you so. 


Our selling effort the residence market through the business of- 
fices and through the installation and repair forces which have the enviable 
opportunity having the front door opened them million times year. 

Our selling program, like our marketing program generally, 
ing tailored up-coming generation which talking the telephone 
natural breathing. One black telephone the hall will not 
for such generation. have gone color. From standing start 
three years ago, now have more than six million color telephones 
homes. are about into production with new bedroom telephone, 
about half the size the standard phone, light-weight, dainty, with illum- 
inated dial, and the colors that are wanted the bedroom. Our tests tell 
will outsell the best now have two one somewhat higher 
charge. For the future see standard American home that prewired 
for telephone service, with interconnected phones all living spaces, styled 
and colored fit, with central ringing and door-bell answering, and with de- 
vices answer the phone when the home dweller away. This sales 
job mammoth proportions and are gearing for it. 


ADVERTISING 


Advertising the seventh element marketing. The Bell System 
has the same need that any other business has back its marketing 
effort with promotional advertising, and for this purpose use all the 
channels available us, both national and local. Advertising is, fact 
especially important because many thousands our employees 
have the closing the sale supplementary function and because just 
about every newspaper reader television viewer prospect for what 
are selling. 

the telephone business, other service industries, there con- 
tinuing need keep the public informed about various practices and aims 
the business. Moreover, any far-flung enterprise that has hundreds 
thousands owners and employees, advertising often the most economical 
way keep these interested people informed about the which 
they have invested their money their time. Advertising this nature 
has traditionally been the responsibility our public relations departments 
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the Bell System. Responsibility for promotional advertising also lodged 
there, not only because the advertising skills are there, but because the 
distinction between informational and promotional advertising often 
very narrow. 

Very briefly, then, that how are organized for marketing the 
Bell Telephone System. Such success have enjoyed over the years has 
been due the fact that the spirit service has been harnessed the 
spirit enterprise. The American public has bought what have sell 
with such enthusiasm that have been growing rapidly. But matter 
what our growth, not intend let attitude passive acceptance 
demand substituted for aggressive urge expand. 


very real sense our whole organization engaged marketing. 
and department can escape its share responsibility for marketing 
job well done. 
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BUSINESS OUTLOOK HOME AND ABROAD 
Charles Silberman* 


Fortune Magazine 


When received the invitation speak you about five weeks 
ago, was delighted, for thought would have chance use 
speech had just given the business outlook, with only some minor 
updating. The thesis that speech was that the recession seemed 
hitting bottom; the main reason for that happy, but carefully hedged, 
conclusion was the belief, based study weekly production figures, 
that the Federal Reserve Board production index would level off May 
after its eight-month decline. 

Unfortunately for me, though perhaps not for you, have had 
throw away that speech and start all over again, for the forecast 
contained already obsolete. The question hand 
whether the recession has touched bottom; that happened last month. 
Nor the question whether the “bottom” will last only three months 
will drag out for six months year. the contrary, the relevant 
question now how fast the recovery will spread and how for will 
go. For the upturn now unequivocally fact and not just expecta- 
tion. 


the outset, let reverse the traditional procedure which the 
author thanks all his friends and collaborators for their help but then 
absolves them for all responsibility for what follows, ritual reader 
ever thinks the author means anyway. The analysis and forecast that 
follow represent the joint conclusions Fortune’s economics department 
and particularly our chief economist, Sanford Parker. 

the forecast proves correct, please give Parker and the 
Fortune economics department full credit; however, the forecast turns 
out wrong, we’d just soon have you forget all about this speech. 

But get back the business outlook, here some the evi- 
dence which base our conclusion that the recovery has already 
started. 

(1) Defense spending rising, rate billion quarter. 

(2) Public works expenditures are also rising, are other govern- 
ment non-defense outlays. All told, government spending for all purposes 
will rise billion the next months. 

(3) Housing starts have risen 14% two months and the flood 
applications for FHA and mortgages indicates that the rise will con- 
tinue. 

(4) New and used car sales are 10%. 

(5) Machinery orders are also 10%. 


*Charles Silberman Associate Editor Fortune and lecturer 
Economics Columbia. Formerly, Mr. Silberman was associated with the 
Research Institute America, Inc., consulting economist. Mr. Silber- 
man’s undergraduate and graduate study has been Columbia. 


220 


at 
A 
I 
1 
| 
| 
| 
t 
Per 


(6) Crude oil production has been increased from eight days 
month nine days month. More important, oil inventories are now 
down about 755 million barrels, which less than industry leaders 
had set target. According the Chase Manhattan Bank’s petro- 
leum department, inventories are now the best statistical level since the 
end World War II, and the bank predicted that production will 
average days month during the second half. 

(7) Production has also been rising steel, lumber, apparel, air- 
All told, fact, twice many industries increased production 
May decreased it; hence the FRB index moved one point May 
and probably will show another one-point rise June. 

(8) Employment also increased May, for the first time since the 
began, because gains construction and service industry 
employment. result, payrolls also rose; this stiffened the rise 
consumer incomes that began March and which now being acceler- 
ated increases Federal Government pay and unemployment bene- 
fits. 


What most important, however, the fact that these upturns 
occurred simultaneously and independently one another. For example, 
car sales turned before the upturn steel production, housing starts, 
could have had chance affect purchasing power. The fact that 
the upturns occurred independently means that the underlying demand 
for cars and most other goods good deal stronger than had seemed the 
case just few months ago. also means that the upturn will gather 


considerable momentum the independent upturns reinforce one an- 
other. 


Let backwards time for just brief moment; our forecast 
what’s going happen the recovery can understood best the 
perspective what has already happened during the recession. The de- 
cline was triggered initially simultaneous decline business invest- 
ment new plant and equipment and defense spending; the latter 
had disproportionate impact the business community 
nessmen had been expecting increase defense spending. 

What accelerated the decline business, however, and turned into 
the most severe recession the postwar period was the violent swing 
from inventory accumulation rate billion year liquidation 
rate $10 billion year. This $12 billion decline inventory 
spending accounted for half the total decline output during the re- 
cession; the decline capital expenditures and accounted for 
most the rest. The violence and speed inventory liquidation, with 
its impact production, cut profits very sharply and induced firms 
reduce their capital spending even more sharply than they had planned. 

The recovery has gotten underway because the upturn car 
sales, home building, defense and other government spending, and on. 
Just the decline was accelerated the switch from inventory accu- 
mulation liquidation, the recovery will and turned into 
full-fledged expansion end inventory liquidation and the be- 
ginning inventory accumulation. Business has already worked off 
half its excess stocks, and recent rates inventory liquidation the 
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rest would fully liquidated three months, even sales not turn 
up. Inventory liquidation will have end within the next six months, 
and just end inventory liquidation, without any accumulation, 
means $10 billion addition national output. Since recovery 
bound continue cars, housing, and consumer spending generally and 
even some lines capital goods, final purchases goods and services 
will rise another $10 billion. All told, therefore, the gross national 
product should rise $20 billion the second half this year, from 
rate $420 billion the second quarter rate $440 billion the 
fourth quarter. 


This rise $20 billion GNP six means that business 
will almost fast rate went down during the decline. 
The momentum the surely carry the economy for- 
ward 1959. Consumer spending will continue rise consumer incomes 
are increased government’s various income-stimulating activities and 
the end inventory liquidation. And output increases, capital ex- 
penditures will tend turn up, too. number industries will find 
that their excess capacity getting picked up; because the cutback 
capital expenditures, the stock plant and equipment currently 
growing rate only year. Competitive pressures cut costs, 
fill out product lines, expand into new geographical areas, etc., together 
with the high and rapidly growing replacement requirements for the 
equipment installed earlier the postwar, will create the need for in- 
creased capital outlays number industries. And many companies 
will able afford outlays they had forego this year; depreciation 
charges will billion 1959 and profits will recover along with 
output even though profit margins stay below the 1957 level. The net 
this should mild upturn capital goods during 1959 and in- 
deed the recent rise machinery orders gives some hint things come. 

All told, therefore, the recovery should continue through 1959 and 
carry into 1960. The pace will slow down, however, the economy loses 
the great initial boost coming from the end inventory 
liquidation. (This the assumption, course, 
tory accumulation will proceed moderate pace during 1959; 
quite possible, however, that accumulation will violent and rapid, 
has been the past.) And expect only billion rise GNP 
1959, versus $20 billion the second half 1958. That would carry 
the gross national product all-time high $470 billion the 
fourth quarter 1959. The rise industrial production will not 
quite great, points, which would carry the FRB index 148 the 
end 1959. (The reason GNP will expand more than production is, 
course, the fact that services, which did not decline during the re- 
cession, are expanding steadily.) 

This forecast, needless say, somewhat more optimistic than 
number others making the rounds. editorial two days ago, 
for example, the New York Times called our forecast rather daring 
prognostication” and expressed the very pious, but very skeptical, hope 
that the forecast turns out correct. share their hope. are 
much less skeptical. 


Rather than bore you with trying pin down some the specific 
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figures our forecast (you can read all the details the “Business 
Roundup” column our July issue) I’d rather discuss the possible range 
error our forecast. One the key things one needs know 
about economic forecast, you well know, the degree confi- 
dence the forecaster has his forecast. Indeed, the latter may just 
important the size the change predicting. Now, the re- 
action have heard from number people willing accept our over- 
all conclusions that they are willing along with our forecast for 
the end 1959 but find the forecast for the second half this year far 
too ebullient. 


Our view precisely the opposite. The forecast which 
feel completely safe hesitate use the word the fore- 
cast for the next six months. That $20 billion rise GNP the next 
six months, other words, precisely the rise that seems 
assured, for based trends that are already locked in. The most 
important, course, the end inventory liquidation; given the 
current level inventories and the sales trend, end liquidation 
seems inevitable. Secondly, there are the income-feeding effects the 
various government programs that are rolling along: the rise defense 
spending and public works construction, the extension unemployment 
insurance benefits and the increases pay military and civilian gov- 
ernment employees. Thirdly, there the rise home building. Given 
the normal sequence between loan application and actual construction, 
continued rise the latter seems inevitable the basis the increased 
applications already experienced. there factor have not 
mentioned before, namely, that consumer price relationships will more 
favorable the second half. Food prices were abnormally high during 
the first half year, because short supply meats and vegetables, but 
prices are trending down now. decline food prices means that con- 
sumers will have more income left over with which buy durable 
goods. 


are little less confident the forecast for the end 1959. 
The possible error, should add, could either side, GNP 
might exceed well fall short our projection. The reason, 
course, that the longer-term forecast depends factors that have not 
yet made themselves clear. Most important, depends what happens 
capital expenditures, which turn depends very considerable 
extent what happens productivity. 


The main reason that excess capacity widened during the 1955-1957 
period and cut capital expenditure that productivity lagged far be- 
hind its normal growth trend, not that industry expanded its capacity 
faster-than-normal rate. Productivity, measured output per man- 
hour, grew only about year 1956 and 1957. result, the 
economy reached position full employment 1956-1957 level 
well below full-capacity output, hence the apparent contradiction in- 
flationary pressures time when business had unused capacity and 
hence the turn-around capital expenditures. 


Just why productivity lagged badly still not clear. But the 
most reasonable assumption that will resume its normal 
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growth business picks up, indeed, that the early stages re- 
covery, productivity will grow somewhat faster, i.e., year. 
This quite normal cyclical behavior, and this assumption underlies 
our forecast for 1959. Nothing harder forecast accurately short 
periods than productivity. productivity continues lag, will mean 
that full employment will again reached level output well be- 
low capacity and fairly early stage. This, turn, will produce 
renewed pressure wages, hence narrowing profit margins well 
credit restrictions the Federal Reserve, and lead 
around capital spending that could end the recovery prematurely. 
the other hand, productivity were speed rapidly, would mean 
faster growth output. would also mean that unemployment would 
persist for while, which would evoke continued easy-money policy 
and renewed action the Federal Government expand incomes. The 
cumulative effect would much sharper expansion output and 
income, leading ultimately full employment substantially higher 
level production and income than have assumed. 


much for the outlook home. Let turn briefly the out- 
look abroad, with particular emphasis Europe, and with the warning 
that there has not yet been time assess the economic implications 
the new Soviet Line. 


shudder repeating the bromide that events disprove the still 
older bromide about Europe’s catching influenza whenever the United 
States sneezes. But the most striking aspect the relation between the 
United States and the world (and European) economy this past year has 
been the fact that instead the United States recessions’s contributing 
recession abroad, the reverse has happened; the rest the world has 
contributed the recession home though certainly has not caused 
it. United States purchases from the rest the world have held 
steady; fact, imports manufactured goods like machinery and cars 
are sharply, while our sales the rest the world have slumped 
billion, from the peak $20 billion year rate the time the 
Suez crisis. There some evidence, course, that the same factors that 
produced recession here are producing slowing down Europe, which 
turn has had adverse effect the economies underdeveloped 
countries. There has been slowdown capital investment Europe, 
but this has been offset good part pickup consumer expendi- 
tures. There real boom Western Germany, for example, and 
boom car sales all over Europe. the same time, the United 
States obviously the beginning major increase foreign aid. 
The Export-Import Bank’s lending authority has been increased 
billion, with much slated Latin America and the Philippines. 
The new Development Loan Bank, when passes Congress, will mean 
still more export capital underdeveloped countries. And the poten- 
tials inherent the strides Europe (and, lesser extent, the rest 
the world) making towards growing United States standard 
living are exciting ever. The chances are, therefore, that any 
European recession will just brief and slight interruption the vast 
economic expansion the free world. 
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SEMINAR METHOD TRAINING 
FOR FORECASTING 
Koch* 


Johns-Manville Corporation 


The purpose this paper will present very brief manner 
the following information connection with series seminars held 
with the operating divisions Johns-Manville during 1956. 


HOW THE SEMINARS GOT STARTED 


Product commercialization, the achievement production manu- 
facture new item our company well other companies, 
often relatively slow process. There are many steps taken and 
approvals are necessary each step. the suggestion our board 
chairman study was made during the latter part 1955 determine 
what might done speed the procedure. Part this study con- 
sisted questionnaire which was sent all operating divisions and 
contained among other points inquiries relating the methods which 
the divisions handled market analysis and prepared long-term forecasts. 
The answers this questionnaire indicated that the divisions felt much 
could done these fields improve their methodology and results. 


With attention focused the subject and with company growth 
proceeding very rapid rate, our president keynoted the need for ration- 
ally developed forecasts guide management making prompt 
and sound business decisions. directed that the vice president for 
sales establish method training responsible divisional company per- 
onnel the understanding and techniques forecasting. 


Perhaps before proceeding further with this thought might 
apropos take look the J-M organiation relates such 
matters. Johns-Manville, often thought building materials com- 
pany, fact widely diversified corporation serving many markets 
with more than 400 lines products. The operating portion the busi- 
ness split into nine divisions Products, Industrial 
Insulations, Pipe, Packings and Friction Materials, Celite, Dutch Brand, 
Asbestos Fibre, Canadian Products, and International. All are relatively 
autonomous. Each division headed general manager who has 
vice presidential status. These managers report directly the president. 
Each division has its own sales, merchandising, and production organi- 
zations and each has comptroller assigned 
handle the divisional financial responsibilities. Supplementing central 
research organization, each division also has research group assigned 


*Edward Koch became Manager Market Surveys, Johns-Manville 
Corporation, 1955. Mr. Koch joined Johns-Manville and held 
various positions the field sales before his present appointment. Mr. 
Koch studied Mechanical Engineering Cooper Union Institute and re- 
ceived his from Syracuse. 


it, headed man designated “research for the 
These groups are responsible for divisional research projects. 


addition the senior officers, our general headquarters consists 
administrative specialists heading essentially small specialized staff 
departments. One these the market survey department which 
reports the vice president for sales the corporation. There also 
fairly well-staffed analysis department under the vice president for 
finance and company economist who reports the chairman. There 
are, course, other staff groups, but reference here made only some 
those having rather specific interest the subject hand, namely, 
long-term planning forecasting. 


Early 1956 the vice president for sales assigned the market 
surveys department the responsibility for establishing and proceeding 
with plan for training divisional people market analysis and fore- 
casting. After some deliberation this department decided hold sem- 
inars the subject with each the operating divisions. view the 
rate company growth, was decided hold the first series semi- 
ars long-term forecasting, the subject this paper. Seminars short- 
term forecasting were subsequently held during the following year, 1957. 


WHAT THE OBJECTIVE WAS 


our company, many decentralized companies, major capital 
expenditures are evaluated and approved centrally the senior corporate 
officers based upon appropriation requests issued the operating divi- 
sions. period expansion such prevailed 1956, these requests 
were quite considerable. was therefore imperative that decisions re- 
lating (1) financial desirability and (2) order priority based 
upon sound forecasting information possible. Thus, the objective 
the long-term forecasting seminars became clear: initiate action 
through interchange ideas with interested divisional personnel that 
would result increased earnings because better forecasting. 
Better sales forecasting might imply the understanding utilization 
improved market analysis techniques. The seminar ap- 
proach, two days with each operating division, appeared reasonable 
way achieving interchange information. 


WHO CONDUCTED THE SEMINARS 


The next decision that had made involved choice personnel 
act discussion leaders the seminars. After brief survey, 
appeared that personnel from (1) the market surveys department, (2) 
the analysis department, and (3) the office the economist might best 
qualify and would probably available. 


The market surveys department J-M small, consisting the 
department manager and assistant manager one market analyst 
plus secretary. not need large department because J-M’s 
philosophy decentralize the preparation market analyses and sales 
forecasts. For example, the operating divisions are responsible for these 
functions they apply their regular products and markets. the 
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other hand, the market surveys department, corporate activity, 
responsible for market analyses and sales forecasts products that in- 
volve more than one division and many cases also involve new pro- 
duct considerations. addition evaluating division studies and fore- 
casts, our department also acts consultant the divisions, assisting 
them, whenever possible, their request. 


The analysis department also corporate activity and reports 
the vice president for finance. larger group and has number 
people skilled particularly statistical methodology. the past, the 
analysis department not only reviewed long-term forecasts prior their 
product line, but fact very often found necessary themselves pre- 
pare long-term forecasts. They prepared these forecasts when they felt 
insufficient attention had been given the subject the merchandise 
commodity department responsible for the product line, particularly 
those cases involving capital appropriations when the desirability depended 
largely the volume business secured. 


The office the economist for the corporation one-man operation 
plus secretarial help. The economist, addition general broad studies, 
spends much his time special assignments for the office the chair- 
man. 


For the seminar discussion-leader personnel was decided utilize, 
addition the two men from the market surveys department, the 
comptroller for financial analysis and head the analysis department, 
Littlefield, and senior analyst, Cole. Mr. Littlefield’s back- 
ground, which included engineering and business school degrees and 
broad experience planning and evaluation, both production and 
finance, eminently fitted him for service discussion leader. Mr. 
Cole, who holds degree from graduate business school skilled 
statistics and having worked problems involving all the operating 
divisions, cognizant many their product lines and end markets. 
Mr. Bober, the economist, was engaged time-consuming study 
and unfortunately could not spared for the series. 


WHO ATTENDED 


Since was obvious that long-term forecasting planning involved 
many management decisions, was decided that the key management 
group division should attend addition those people who had 
direct product line commodity responsibility. result, the atten- 
dance for typical seminar comprised the following: division general 
manager, division sales manager, division merchandise manager with his 
staff product commodity managers, division production manager, 
division research manager, division comptroller. 


the above people, perhaps only the position division merchandise 
manager requires definition. our company the merchandise manager 
staff position. Whereas the sales manager division the super- 
visor all direct sales effort the division, the merchandise manager 
the assistant and adviser the general manager regarding all questions 
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affecting product commodity sale. concerned with the P’s 
planning, products, profitability, pricing, promotional material, 
for merchandising—in addition long-and short-term forecasts sales. 
some cases, sales application engineering group. 


With one exception, each division met group. The exception was 
our Canadian products division. was decided split this division into 
two groups because has two merchandise managers, one responsible for 
the general building products line and the other responsible for the in- 
dustrial products group commodities. The attendance for given sem- 
inar varied from low six the case one the Canadian products 
division groups high for one the industrial products divi- 
sions. 


WHAT WAS DISCUSSED 


the preparation and presentation the seminars 
sary recognize certain limitations and considerations, For example, 
(1) those attending would heterogeneous group background, 
specific interest, and responsibility connection with market analysis 
forecasting; (2) two days, the maximum allowable, would very 
short time attempt cover complex subject; and (3) would 
desirable, not imperative, keep interest during the two-day period 
high level possible. Group discussion would extremely 
valuable yet must not allowed take over. 


order accomplish the objectives, fairly rigid outline would 
needed and would have adhered to. order try maintain in- 
terest continuously high level, many visual aids were planned and 
used. The four discussion leaders were scheduled appear often but 
not for too long time that personality changes pace would take 
place. 


Frequent breaks were scheduled. The rooms chosen for the semi- 
nars were private and comfortable possible, and most cases 
were locations away from the offices. Loose-leaf binders, pads and 
writing equipment were furnished. Lunches and refreshments for coffee 
breaks were served the immediate area order keep the group 
together. Needless say, most cases the break periods and lunches 
became informal group discussions much the subject matter dis- 
cussed during the formal presentation periods. was also obvious that 
early feasible the seminar each person attending should iden- 
tified his connection with long-term forecasting: for example, pro- 
duction men with their problems plant facilities, raw material, and 
manpower requirements; research men with the importance new pro- 
duct development and their involvement the forecasting tech- 
nological changes; and forth. 


Recognizing these considerations, the format became essentially 
follows: The first day would used establish methods and principles 
long-term forecasting and evolve common language bond terms 
used connection with forecasting. The second day would used 
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apply some the principles developed cases involving long-term 
forecasts J-M products, either existent contemplated, plus some 
special problems long-term forecasting. 


First Day 

For each seminar, the division manager representative opened 
the meeting. Following this, the writer was introduced. His introductory 
remarks were brief and, after stating how the seminars came into being 
and what the objective was, introduced the discussion leaders and pre- 
sented skeleton summary the subjects discussed. this point, 
long-term forecasting was defined involving periods longer than 
one year and usually for years the future. 


then showed the well-known 1954 Time-Life-Fortune movie en- 
titled “Changing Markets.” This picture, minutes running time (and 
layman’s language,) was very well received all seminar groups. 
particularly struck home pointing out the accelerated changes 
taking place the American market place and how have 
often erred placing too much emphasis the past. 


The scene having been set and interest aroused, the need for long- 
term forecasting applied J-M and the specific division address- 
was next discussed. emphasize the need, was shown, with group 
participation, how long-term forecasts affect and are related produc- 
tion, sales, research, and merchandising. then discussed how stra- 
tegic long-term planning relates earnings objectives its effect 
financial decisions. 


Who responsible for making long-term forecasts was next con- 
sidered. After some discussion with each divisional group, was agreed 
that our company the merchandise manager division has the pri- 
mary responsibility for making the forecast, but that, since all 
responsibilities are affected and have some influence its implementa- 
tion, all must consulted. More will said about this later. 
have learned that long-term forecast cannot made product 
commodity manager working completely alone, particularly since fore- 
cast better than its plans for implementation and its actual carrying 
out. forecast, fact, must total division effort. Consultation and 
review corporate responsibility also indicated and practically es- 
sential. Need and responsibility having been established, then how the 
forecasting problem attacked? 


this pont the comptroller compared preparation long-term 
forecast typical problem-solving operation, and result his pre- 
sentation, entitled “Straight Thinking and Its Application Long-Term 
Forecasting” covered the stages analysis and synthesis. Whatever the 
methods forecasters use, his five points are worthy noting: 


Formulate the question objective—plan for study 
Get the facts 


Reason from the facts conclusion 
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State the conclusion—the long-term forecast 


Make plan implement the forecast 


Objectives long-term forecast having been considered earlier, 
discussion was held seeking out the facts sources informa- 
tion used long-term forecasting. can truly said that the interest 
and reaction the seminar groups this subject was 
appears obvious that many forecasters, the writer included, are often 
sparked overt action only after they have lined and examined some 
pertinent sources information. 


Methods long-term forecasting were next discussed. 
time the seminars were held found that the then recently published 
National Industrial Conference Board report No. 77, entitled 
casting Industry” was excellent guide presenting methods. 
considered two broad categories: (a) methods depending primarily judg- 
ment and (b) methods that are primarily statistical. 


Under (a) the jury executive opinion, the sales force composite 
method, and the use outsiders were briefly described and the advant- 
ages and disadvantages each were cited. For the methods, group 
that are primarily statistical, the analyst led very interesting dis- 
cussion, including lavish use charts and curves relating J-M product 
trends. gave brief rundown methods involving correlation anal- 
ysis, growth trends, and mathematical formulas, citing 
application and advantages and disadvantages each. 


Since forecaster group forecasters ever satisfied with ex- 
isting methods, presented innovation method forecasting 
which chose call the “analytical The analytical method, 
fact can termed method, probably combination many 
techniques. certainly incorporates consideration formulas 
ratios, some correlation analysis, plus liberal amount judgment. 


The method starts, after stating assumptions with regard the 
probable course the international situation, with consideration the 
broadest growth trends for the country and ends with fore- 
cast our share particular product group market and includes 
plan for the implementation the forecast. The prime objective this 
method seek normal average trend over period years for 
product line. Past cyclical seasonal variations are identified wher- 
ever possible and eliminated. Some attempt made, however, predict 
the probable band, above below normal, into which the actuals for any 
given year will probably fall. 


The analytical method its most basic concept involves consideration 
the following factors believed affect the long-term sales product 
line: 

The international situation 

The growth the country and its economy 

The growth the industries group people consuming the 
product, and the rate consumption 
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The growth the industry producing the product 
The growth industries producing competitive products 
The growth our share the industry producing the product 


When each these factors has been analyzed and related one 
the other, progressively exercising judgment each step and 
subordinate steps, forecast begins evolve. The forecast, however, 
not complete unless accompanied fully developed plan for at- 
taining the forecast. this last consideration involving top-manage- 
ment decisions that applies the greatest leverage the forecast. fact, 
fundamental that the forecast and the plan for attaining must 
balance. 


Further, since forecasting continuous function there must 
mechanism established for periodic review and evaluation. The following 
questions are considered uppermost when comparing history the fore- 
cast: 


were off, were off (1) the forecast, (2) the plan for 
attaining the forecast, (3) the implementation the plan? 


Under methods, the final one presented was the use multiple 
methods, the obvious advantage multiple methods being check the 
results produced any single method. 


The first day’s discussions were then summarized and, except for 
case assignments, the day’s work was completed. Since the morning 
the second day was devoted entirely discussion cases 
long-term forecasting, assignment was made the group the preceding 
afternoon. brief write-up page page and half general 
information about one the division’s products was handed out. The 
information was factual possible and usually consisted sales 
trends and some basic information, available, about the industry 
which the product was part. The write-up usually concluded with re- 
the seminar participant advise how would about pre- 
paring long-term, 10-year, forecast for the product involved. 


Second Day 

The entire morning the second day was devoted the discussion 
the selected case. There was considerable discussion between groups, 
particularly sources information and methods which might em- 
ployed. Many men, fact, had used the previous evening quick 
study the product and some had worked out some fairly pertinent in- 
formation. Obviously forecast could prepared this time, but the 
case discussion, involving did application previously discussed plans, 
was available approach the problem. 


The afternoon this second day opened with discussion what 
was termed “special problems long-term forecasting.” Contained this 
group were the following: (a) forecasting sales new products, (b) 
acquisition possibilities, and (c) forecasting technological change. 


Each these subjects was allotted minutes, which certainly was 
not long enough. result, the remaining minutes this period, 
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which had been allotted general discussion problems from the 
group, usually shrank practically nothing. 


The final subject, for which minutes had been allocated, was 
presentation the report the forecast, including its plan for imple- 
mentation. Use outlines, length report, style, organization, loca- 
tion conclusion, and employment summaries were discussed. The 
report the major vehicle which the case the forecast presented 
management was also subject evoking much interest and discussion 
from the group. 

The main portion the seminar having been completed, the two 
days’ accomplishments were summaried the writer. Prior ad- 
journment the group was asked volunteer their reactions the sem- 
inar, with particular emphasis those portions where they felt some 
revision might order improve the presentation discussions for 
the next group. The comments were very constructive and many re- 
visions were made time went on. From the comments received the 
time the seminars and subsequently, several specific courses action 
have taken place J-M. 


WHAT HAVE BEEN THE RESULTS; 


The immediate related results the Johns-Manville market anal- 
ysis seminars long-term forecasting are contained the following 
points: 

Instituting within J-M formal future company growth program 
which includes its objectives the annual preparation long-term sales 
forecasts divisions and their review senior officers. One such series 
presentations has been made. While several the divisions are pre- 
paring revisions for the next annual review for their own 
uncertain this time whether for this year will widespread com- 
pany practice. 


and increased emphasis long-term forecasting other divisions under 
the merchandise manager. 


Amending the portion the company organiation manual de- 
voted the responsibilities divisional merchandise manager in- 
clude requirement for the annual preparation and maintenance 
long-term year) forecast sales and profit margins the division’s 
product lines. 


Establishing method within several divisions for recording 
sales their products classified according using industry. 


Studying ways coordinate all divisions using industry informa- 
tion order that the importance specific industries and their growth 
relationship J-M can measured. 


Taking steps leading toward establishment GHQ fountain- 
head major “using industry” information. The first step taken was 
assignment the analysis department responsibility “to investigate, 
study, and report the economic conditions and trends that affect the 
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production, distribution, and consumption products the enterprises.” 


Providing common language bond within the company leading 
more frequent discussion and better understanding market analysis 
and sales forecasting methodology and terms. 

Accepting divisions their basic responsibility for carrying 
market studies and preparing long-term forecasts ther product lines. 

Developing over-all awareness the need for objectivity 
the preparation forecasts, including willingness predict, neces- 
sary, declining volume share the market. 

10. Appreciating the fact that forecasting continuous function, 
that forecast any better than the data upon which based, that 
there are many sources information from which data can secured, 
that judgment must exercised each step forecast development, 


and finally the importance having and following plan for attaining 
the forecast. 


The reaction these seminars the whole was favorable that 
the market surveys department with somewhat enlarged group 
discussion held with all the divisions series seminars 
1957 the subject short-term forecasting. contemplated the 
future that seminars might held other subjects such 
pricing, distribution channels, and related topics. 


From our experience Johns-Manville believe that the seminar 
approach very effective and valuable way toward the achievement 
better long-term forecasting. provides excellent medium for ex- 


changing ideas among those who are responsible for making the fore- 
cast. 


widely accepted that coming events cast their shadows before. 
The seminar the ideal forum for the full play those shadows. 
Cicero has said: the beginning the world was made that certain 
signs come before certain events.” our job interpret those signs 
the best our ability. 
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VISUAL AIDS AND THEIR VALUE 
MARKETING AND MARKETING COURSES 


William Shultz* 
The City College New York 


You have probably all heard the statement, “One picture worth 
thousand words,” often now that you are throughly sick it, 
am. Constant repetition generalization may make wearying 
truism, but this one truism, not falsism. picture, pro- 
vided pertinent, the educational equivalent, often the superior, 
many, many words. motion picture with sound, and all our current 
movies are sound-tracked, may able convey information and inculcate 
knowledge far beyond the power the best printed word college 
textbook the best spoken word instructor. 

Note that said that sound movie, sound slide, may able 
convey information and knowledge college students better than other 
pedagogical instruments available the instructor. But warning 
this point must given. Many the movies and sound slides available 
college instructors fail this objective. Class time spent with them 
wasted; could utilized better effect with other teaching approaches, 


our particular field marketing face curious situation. For 
some marketing courses—elementary marketing, salesmanship, 
have superabundance available movies and sound slides 
ranging from superb poor. For some other marketing courses, such 
marketing research, sales management, and advanced courses ad- 
vertising, there are either pertinent movies sound slides all, 
ones poor from teaching standpoint that showing them would 
waste teaching time. 

For those subdivisions the marketing field that presently lack 
the aid good teaching films there nothing much said done 
except hope that some unit may established, possibly financed 
Ford Foundation funds, possibly guided American Marketing 
Association committee group advisors, produce some good film 
series. 

Our more pertinent immediate problem consider the superabun- 
dance films available for showing courses elementary market- 
ing, salesmanship, and retailing, and endeavor establish some stan- 
dards judgment for our selection from the available superabundance. 


One reason for the wide teaching quality variation the films 


*William Shultz Professor Marketing the Bernard Baruch 
School Business and Public Administration The City College New 
York. Mr. Shultz has taught Columbia, Hunter College, and the Uni- 
versity Chicago. During 1926-1980, was Financial Economist for the 
National Industrial Conference Board. has also been consultant 
the Treasury, the New York State Tax Commission, and Prentice-Hall, 
Inc. Mr. Shultz the author numerous publications. holds the 


following degrees: B., M., Ph. D., and LL. 
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available for these three marketing subfields the circumstances 
their production. this basis can classify these films into three 
groups: 

Some these films were produced specifically for teaching pur- 
poses. some instances they were produced collegiate institutions 
individual professors, the cases the sound slide, “Selling: Career 
for You,” and the movie “Marketing Mexico.” other cases, they 
were produced with purely educational intent, business enterprises 
professional organizations; the movie “Career Calling” 
recently issued Chevrolet and the sound slide “Do You Belong Ad- 
made the Advertising Federation America are examples; 
the Department Agriculture’s excellent “Fruit, Vegetables and Coopera- 
tion,” though was intended primarily for farmer groups rather than col- 
lege marketing classes, another. still other cases they have been 
produced publishing houses with the hope profit; the McGraw-Hill 
movie “Making That Sale” illustration. 

second group films, particularly useful salesmanship and 
retailing courses, was prepared expressly for the training field 
store sales forces. some cases these were produced particular sell- 
ing companies store chains; the superb New York Life Insurance Com- 
pany sales training film “Tailor-Made which should must 
element any college salesmanship course, outstanding example. 
number these sales training films, many them sound slides, 
were prepared with the profit objective renting them companies with 
sales training programs; Dartnell Corporation has issued several series 
such films, have Jam Handy, Rocket Pictures and George Brosch 


The third group films composed movies made indivi- 
dual companies and trade associations for promotional and public rela- 
tions purposes. Dun and Bradstreet’s “Credit: Man’s Confidence Man,” 
which has been shown several times TV, and General Electric’s “The 
Night They Talked” are examples. 


Most the films produced specifically for teaching purposes are 
effective marketing classes. After all, they should be, for they were 
planned with pedagogical objective, and their producers had the advice 
and guidance marketing professors. But there are weak films 
this field, because faulty psychological approach, poor script planning, 
inexpertness some aspect the production techniques involved. 
One two these teaching films, curiously enough, fall short their 
pedagogical objective because their sheer technical perfection causes their 
entertainment value get the way their teaching message. 


Let give example costly teaching-purpose film that mis- 
fired because faulty psychological approach. This spring Chevrolet 
released movie, “Career which has made available all 
schools and colleges and which the sales executives clubs many cities 
are now busily promoting. This film intended encourage college 
students plan and train for selling careers. The first two-fifths con- 
sists filmed interviews with college students three campuses who 
explain why they have poor opinions selling career. Next comes 
shorter section interviews with salesmen who tell why they find sell- 
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ing wonderful. The final section series interviews with busi- 
ness leaders who indicate the economic and business importance sell- 
ing. Before the films were shown some 300 students the sec- 
tions our elementary marketing course, the number students who 
thought they might interested become interested eventual selling 
careers was tallied. second count was taken after the showing. The 
number was lower. Our students had identified themselves with the pic- 
tured college students who were seen and heard disparaging selling 
career, not with the enthusiastic salesmen. for the opinions the 
business executives, those names and status meant nothing the stu- 
dents, the general comment was “That’s all the usual baloney.” 


The sales training and promotional films are widely uneven qual- 
ity marketing teaching aids. After all, they were planned for aud- 
iences other than college classes and they frequently miss the college- 
class target badly. 


Most the sales training films are quite properly based the 
psychological principle viewer identification; the sales training story 
built around salesman character with whom the sales-trainee viewers 
can idealistically identify themselves, that they can project themselves 
into the selling situations portrayed. Unfortunately, the personality pro- 
files the sales trainees for whom the films are specifically intended, 
and those the mixed classes college students who see these films 
marketing even salesmanship courses, are rather different. The 
identification viewers and film character does not occur the college 
class, and large element the films’ motivation lost. Moreover, 
great many these films depend type humor that can only 
described which does not over well with the more sophisti- 
cated college undergraduates. Fortunately, there are goodly number 
sales training films, among the available, that are not subject 
these criticisms, encugh provide salesmanship course with many 
good film showings the course time allows. 


Films made promote the marketing objectives particular bus- 
iness organizations trade associations range, from marketing in- 
structor’s viewpoint, from excellent worthless. Let mention few 
the excellent ones. the cartoon movie, “Opportunities Unlimited,” 
the magazine Life seeks promote advertising, and itself adver- 
tising medium, and the consumer surveys made which sustain its 
advertising-medium claims. will presume that Life will get full pro- 
motional value from showing this movie trade association conventions 
and before other business groups. Since the consumer market trends 
portrayed this film are important topic any elementary market- 
ing course, marketing instructors are the fortunate beneficiaries 
by-product value the film which may, may not, have entered Life’s 
calculations undertaking this venture. General Electric 
film, “The Night They Talked,” show its dealer meetings 
means persuading its dealers make more use the display and 
other point purchase materials that General Electric was willing pro- 
vide them. spite the corny fairy-story introduction, find this film 
wonderfully effective illustration promotion and dealer education 
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each semester sales promotion course. this course, also, use 

regularly short sound-slide point purchase made the Point 

Purchase Advertising Institute. And Dun Bradstreet’s “Credit: Man’s 
Confidence Man,” with the first and last five minutes the film cut 
out, gives our elementary marketing students mercantile 
credit that beyond the powers the textbook the instructor. 


How can you track down films that might suitable for your mar- 
keting courses? There are two listings such films. One the 
“Catalogue Films,” Marketing Education Series No. prepared 
committee the American Marketing Association, and available 
you from the association cents copy. The other the catalogue 
the Audio-Visual Center the Bernard Baruch School Business 
and Public Administration City College. Films listed these cata- 
logues can obtained upon rental basis from their producers from 
the Baruch School Audio-Visual Center. 
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MARKET RESEARCH 


NEW PRODUCT DEVELOPMENT 
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THE USE MARKET RESEARCH 
DEVELOPING NEW PRODUCTS 


Reiss* 


American Telephone Telegraph Company 


When first asked talk you about market research ap- 
the development new products the telephone industry, con- 
sidered discussing tests many different kinds communication 
strumentalities which are currently under way the Bell System. How- 
ever, because your familiarity with the telephone and because are 
now winding research and development new type telephone 
for the home, chose describe you the market research steps which 
led the decision make the new telephone Bell System offer- 
ing. 

The idea new telephone for the home evolved about three years 
ago. that time many felt that the standard telephone which 
call the 500 set was too large for use many locations the home. 
Many our customers told the same thing when tried get 
them take extension telephones for bedroom night tables. Over the 
years the size the telephone has increased, primarily because 
wanted remove the old bell box from the wall and incorporate the 
bell and transmission network into one-piece telephone instrument. 
Furthermore, were the opinion that there was market for “pre- 
mium priced” telephone. Other commodities come and 
luxe models. Why shouldn’t telephones? such telephone became 
popular, would provide another source revenue. And chances are 
would help our customers think progressive organization. 
You can well appreciate our concern with public attitude, since are 
public utility. 


Therefore, the problem was retain the benefits 
telephone unit but the same time considerably reduce its size and 
simultaneously improve its styling. Our Bell Telephone Laboratories, 
working with industrial designer, after much give and take arrived 
tentative size and shape the proposed new telephone. 


have found through experience that when residence customer 
orders second telephone, extension, about three out four times 
goes into the bedroom. Needless say, are anxious have people 
take extensions, and for these reasons the new telephone was being de- 
signed specifically for bedroom use. Although the design was appealing 
us, were not sure how the public would react it. result, 
before spending considerable time and money squeeze 
phone network into this size and shape, did some pilot testing 


*William Reiss Market Testing Supervisor with the American Tele- 
phone Telegraph Company. Mr. Reiss has spent his entire career the 
Bell System. his present assignment, responsible for planning 
and coordinating product and market research instrumentalities developed 
the Products Planning Division. 
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determine public reaction the styling and size the bedroom tele- 
phone. this arranged have made plaster-of-paris models 
the proposed bedroom telephone design. Since needed basis for 
customer comparison, also arranged have made models our 
500 telephone and our most up-to-date wall telephone for the home. 
With these three telephones carrying cases, went sample 200 
homes eastern city and 200 homes midwestern city. addi- 
tion getting people’s reaction the size and styling the bedroom 
telephone compared with the two standard telephones, also wanted 
find out whether people considered this telephone suitable for bedroom 
use, get idea whether might successful promoting exclusive- 
for bedroom use, and find out what features our customers would like 
see embodied bedroom telephone. 


Following the completion this study, were encouraged find 
that most our customers preferred the proposed bedroom telephone 
their present telephone with the exception those who had wall tele- 
phones. They liked the bedroom telephone mainly because its small 
size and new design. While the bedroom telephone was thought 
telephone for the bedroom more often than was telephone espe- 
cially suited any other one room, many people did consider appro- 
priate for other rooms. Those optional features that they most liked 
see incorporated the bedroom telephone were dial light and bell 
volume control. Although most people said they would like have 
the bedroom telephone replacement for their present telephone, about 
10% said they would want additional telephone, extension. 
Toward the end interviews and after having seen the bedroom, wall, 
and 500 telephones black, respondents were also shown the bedroom 
telephone color. Interest the bedroom telephone color, esti- 
mated rates which would apply, was very encouraging. This along 
with the other information obtained caused continue with the 
development the bedroom telephone. 


Our laboratories had considerable difficulty trying reduce the size 
the components fit into the final design the bedroom telephone. 
fact, was impossible and resulted the height the base be- 
ing increased slightly. Even with this, was not possible build 
conventional telephone bell. outgrowth this problem, two types 
ringers were developed for the bedroom telephone. One was tran- 
sistorized ringer, which call the tone ringer, which was built into the 
handset and rings through the transmitter. The other was separately 
mounted bell which was designed mounted 
Actually, this combines the bell and the connecting block which 
normally required any home installation. result the interest 
dial light and bell volume control, decided build these into 
the bedroom telephone. The dial light was optional feature be- 
cause required monthly rate about cents. The light was lo- 
cated directly underneath the telephone number plate and when lighted 
illuminated the letters and numbers. One other decision that had 
made connection with further development the bedroom telephone 
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was the colors which should marketed. This decision was not 
particularly difficult since had just completed nationwide study 
telephone color preferences. One the important findings this study 
was that telephone color preferences rooms. Those colors most 
wanted for telephones located bedrooms were pink, white, light blue, 
and light beige. These were the four colors decided use for the 
additional research required. 


After the laboratories had completed the final design the proto- 
type bedroom telephone, these plans were turned over what call our 
model shop. The model shop small manufacturing plant set ex- 
clusively make telephone instrumentalities for the product and mar- 
ket tests our products planning division. might 
mention that our model shop enables get models new types 
communications facilities, frequently substantial numbers, within few 
months. This expedited manufacturing process has enabled keep 
under test continually about different products. While the model shop 
was manufacturing the several hundred bedroom telephones that re- 
quested, were going ahead with our plans for testing. The objectives 
set down for the additional research for the bedroom telephone were 
these: wanted find out there were any operational technical 
modifications required; what extent such features the night light, 
‘tone ringer, and auxiliary ringer were preferred; under which two rate 
plans would the bedroom telephone most salable, what would the re- 
lative popularity the bedroom and 500 telephones; and, finally, whether 
the bedroom telephone was considered for bedroom use for use all 
rooms. course, these objectives called for combined product and 
market test. 


Our testing plans called for the development two different rate 
approaches for the sale the bedroom telephone. One group Bell 
people felt that fairly substantial one-time charge without any monthly 
recurring charge would more salable approach. Others felt that 
moderate one-time charge and nominal monthly charge would the 
most salable. Other than the salability the two rates, there were 
several other considerations for selecting these two different types 
rate treatments, which separate story itself and which don’t 
have the time discuss today. 


The general plan study adopted was this. Two cities were 
selected for the test two different geographical areas the country. 
Considerable care was exercised selecting the two. Such things were 
considered similarity existing rates for such things extensions, 
color telephones, dial lights, etc.; extension and telephone development, 
that the percentage households which have extensions and the per- 
centage which have telephone service all; size city, median income, 
and forth. This test was essentially controlled experiment which 
the rate sales the bedroom telephone under two rate plans and the 
rate sales the 500 telephone, our standard telephone prevailing 
rates, were compared. 


Salesmen started from key address each morning and, using the 
round-the-block method, attempted sell telephones 
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house basis. Salesmen carried cases containing either the bedroom 
500 telephones four colors (pink, white, light blue, and light beige) 
for demonstration purposes. Bedroom and 500 telephones were sold 
the same salesmen alternate days overcome any biases which 
might have resulted from variations the effectiveness the salesmen. 
This was done dividing the sales people into two groups. the 
day canvassing started, one the groups was assigned bedroom 
telephones and the other group sell 500 telephones. The following day 
the first group sold 500 telephones and the second group bedroom 
phones. This day-to-day alternation continued throughout the project. 


This same operation was carried each city, the only differ- 
ences being the rate which the bedroom telephone was sold. each 
city salesmen were instructed attempt first sell telephones equipped 
with night lights extensions for bedroom locations. This applied 
both the bedroom and 500 telephones. When they were unsuccessful, they 
next attempted sell telephones without night lights extensions for 
the bedroom. When this failed, they tried sell extensions for locations 
other than the bedroom. Only those instances when customer initiated 
request for either telephone substitute for his present telephone 
were substitutions made. During the sales effort the salesmen dem- 
onstrated the night light well the tone ringer. Customers were 
also shown the auxiliary ringer, and the salesman held baseboard 
that the customer could appreciate how might look 
stalled. Customers were asked listen the sound the tone ringer 
from distant locations and around the house. When sale was made, 
the salesman immediately placed the order with the business office over 
the customer’s telephone. 


went great lengths insuring that the salesmen the two cities 
were properly and equally trained. impressed upon them that the 
same degree sales effort should devoted selling the 500 and the 
bedroom telephones. prepared field report cards upon which sales- 
men recorded the details their sales efforts and sales. 


mentioned before that tested two different bedroom telephone 
rate plans, one for each the cities. Incidentally, both these rates 
were designed give the same return capital investment. city 
used $8.50 one-time charge and cents month. city 
used one-time charge $29.50 and monthly charge. both 
cities the 500 telephone sold standard color telephone rates $8.50. 
Regular extension and night light rates which apply the two cities ap- 
plied equally both the bedroom and 500 telephones. 


Following the completion the sales activity and after all customers 
had their telephones for least two months, interviewed those who 
had ordered the bedroom telephone both cities. 


While all this was going on, was necessary for study trans- 
mission characteristics the new telephones well other technical 
operating characteristics. This was accomplished means technical 
equipment located our central offices. 


Before talk about the results this test, like briefly 
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mention second test involving the bedroom telephone that was going 
concurrently. were not sure had the optimum design new 
telephone with the bedroom telephone. Many thought that one-piece 
telephone telephone with the dial incorporated into the handset was 
better approach. determine how these two additional telephone con- 
cepts compared with that the bedroom telephone, obtained through 
our model shop several hundred telephones the three 
one the bedroom telephone, another one-piece telephone, and the third 
telephone with the dial superimposed upon the transmitter. With these 
three telephones, undertook customer preference trial three wide- 
separated cities. Our over-all trial objective was obtain guidance 
designing new telephone for the home. Furthermore, wanted 
find out the relative popularity the three telephones, the most preferred 
location the dial, what features were liked and disliked about each 
telephone, and whether any one the telephones was suitable for any 
specific room the home. each the three cities, selected ran- 
dom samples 200 residence customers. Each the participating cus- 
tomers used each the three telephones one month time place 
one their present telephones. The sample each city was divided 
into six random groups, and the three telephones were tested six dif- 
ferent orders effort overcome position bias. the end each 
month’s use each telephone, customers were interviewed determine 
their reaction the telephone just used. Toward the end the third 
interview all three telephones were placed before the respondent and his 
comparative reactions all three were obtained. 


Let talk little bit about the results 
test before getting back the results the bedroom telephone test. 
The bedroom telephone was the most preferred the three telephones; 
all three were preferred the standard telephones. People who voted 
for the bedroom telephone liked particularly its shape its 
small size, and the operation the dial. Some criticisms were also re- 
ceived. People found the base little difficult grasp. Unlike the 
standard telephones, there was convenient way pick the tele- 
phone. They also found some difficulty reading the letters and numbers 
the dial. The letters were gold white and although attractive 
appearance, offered very little contrast. Because people generally sat 
down when they used the telephone, they objected the flatness the 
dial, claiming was necessary rise over the telephone order 
see the letters and numbers. 

Many people liked the idea one-piece telephone. 
ticularly easy for them pick up, and once again they liked the 
smallness it. However, because the switchhook was underneath the 
base the telephone they experienced many accidental cutoffs. They 
also found difficult hold during extended conversations because 
the added weight the one-piece telephone compared the conven- 
tional handset. 


The small size and style the dial-in-handset along with the idea 
bringing the dial you appealed many people. However, they 
objected the lightness its When the cord was extended, the 
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base frequently followed the handset. People particularly did not like 
the operation and structure the dial. was smaller dial than our 
standard dial with smaller finger holes and not engineered our usual 
standards. observed one other serious shortcoming applicable 
both the one-piece telephone and the one with the dial the trans- 
mitter. People frequently did not listen for dial tone before dialing; 
this determined requesting all respondents make test call 
during the interview. naturally did not tell them the purpose 
our request. Failure listen for dial tone, some cases, resulted 
the start the dialing process before dial tone was received. When 
this occurs, incorrect pulses are transmitted our central office equip- 
ment and either the wrong telephone number rung the call un- 
completed. This concerns the Bell System for two main reasons: one, 
aggravating the customer, and, two, means tying unneces- 
sarily very expensive central office equipment. the incidence wrong 
numbers were increase considerably, would result expenditures 
many millions for additional central office equipment. 


Reaction the concept portable dial was very favorable. 
fact, the portable dial idea was much preferred over the fixed dial con- 
cept spite the many criticisms the two instruments having 
able dials. People felt that was easier read the portable dial and 
also easier operate the dial. 

The small auxiliary ringer was the standard ringing signal used for 
the three experimental telephones. were concerned about people’s 
reaction small bell box the baseboard. mentioned earlier, 
our experience with the old wall-mounted bell box was very unfavorable. 
However, was quite evident that people did not object the small 
separately mounted bell box. fact, out people preferred the 
small separately mounted bell box long they could have smaller 
telephone. 


One other bit information brought out this study was that the 
concept telephone for particular room the house was not readily 
perceived most the public except for the kitchen. 


Now may get back the bedroom telephone test, I’d like 
discuss its results. First all, which the two rate plans proved 
the most salable? Sales the 500 telephone both cities were the 
same. Sales were made 12% the contacts, supporting our contention 
that had good controls two cities. Bedroom telephone sales 
city where the moderate one-time charge and low monthly charge 
applied, were 22% sales effort. the city with the high one-time charge, 
our sales-to-sales-effort ratio was only 8%. The bedroom telephone sales 
the moderate one-time charge and low monthly charge plan were almost 
twice the sales the 500 telephones and almost three times the sales 
the bedroom telephone the city with the high one-time charge. 
found that the type rate not only affected the size but the character 
the market. city sales were made all income groups pretty 
much proportion the distribution these groups the total popu- 
lation. However, the city where the high one-time charge was tested, 
sales were pretty much limited the upper income groups. Extension 
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sales city ran twice those the standard 500 telephone, and 
city about equal the 500 telephone. Once again, there were indica- 
tions that the bedroom telephone was not thought exclusively for bed- 
room use. Although 62% were sold for bedrooms, the remainder found 
their way into every other type room. 

learned that the colors were not equally popular with the two 
telephones. Apparently, size and shape affect the popularity 
vidual colors. Night lights proved very popular feature, since 
out telephones sold were equipped with night lights. People said 
that the most important items reaching decision order the bed- 
room telephone were its size, shape and styling, the night light, and the 
tone ringer. The appearance the bedroom telephone was particularly 
well received. Users felt the dial was very easy operate. However, 
some complained that the base moved while dialing and again almost 
half complained the slant the dial. was the case with the three 
telephone test, many found difficulty seeing the gold numbers and many 
complained about the difficulty grasping the base the telephone. 


all our product and market tests, make practice ana- 
lyzing maintenance results. found the bedroom telephone test 
that practically all the maintenance difficulties centered around the tone 
ringer. Apparently, had not sufficiently perfected it. 
light switch was another source maintenance difficulty. 


That sums the high spots the findings this study. Results 
the bedroom and three telephone tests all became available 
few months ago. The modifications plan make the bedroom 
telephone will line with the findings the studies. Perhaps had 
better discontinue referring bedroom telephone since know 
will used most rooms the home. have thought such 
names for the petite telephone. Perhaps you folks will able 
suggest appropriate name. will welcome any suggestions you have. 


will necessary for our laboratories complete final drawings 
the bedroom telephone and for Western Electric, our manufacturing 
branch, tool for production. These steps will take approximately 
new telephone year from now. 


Many problems have worked out before that time including 
detailed rates, method introduction, promotion, and forth. However, 
one bit research remains done and this under way now; that 
the matter what colors should the new telephone made available. 


This phase research rather involved, and would like cover 
briefly. are doing this research two phases. The first phase 
narrow down the number colors that the new telephone might 
offered manageable number. Once the several most popular 
colors are determined, plan determine, second phase, the ef- 
fect each these colors our market. With this information, 
will able determine the optimum numbers colors the line 
well what these colors should be. 


About the only other information lacking, which, course, quite 
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important, how many these new telephones can expect sell 
each year. other words, what are our manufacturing requirements. 
The test did indicate that might expect sell twice many the 
new telephones 500 telephones the rate that applied city 
are now manufacturing about million telephones year. these 
about million are color telephones, most which are color 500 tele- 
phones. this basis and realizing that the new telephone 
cut deeply into 500 telephone color sales, might expect sell close 
million telephones per year. However, are not quite optimis- 
tic, but feel confident that our annual sales will the millions. 


will able more accurately predict our sales means 
careful planning the introduction the new telephone. The first 
200,000 telephones that come off the assembly line will used for this 
purpose. One method introducing the new telephone presently being 
considered limit its distribution few widely separated states. 
Within these states, would promote the new telephone using the same 
kinds promotional methods and the same degree method 
ned for the entire Bell System. About six months following the start 
these activities these states probably would have good idea 
the sales potential the new telephone. mentioned before, this 
just one method being considered. There are others. have recently 
set organization with the sole responsibility studying different 
methods and arriving decisions for the introduction new products. 
The new telephone I’ve been talking about will give this organization 
its first experience. 


summary, I’d like say that all these activities I’ve just de- 
scribed have given great deal information, much more than 
whether people like don’t like the new telephone. First all and 
rather basic, this entire operation has resulted our finding out what 
the new telephone will cost. Our manufacturing organization, Western 
Electric, through the production 1,000 the new telephones for test, 
has been able determine the unit cost. has also been possible 
learn what our installation costs and problems will and what can 
expect the way maintenance requirements. Furthermore, has 
enabled arrive intelligent and salable rates. look back 
now, feel rather stupid that ever seriously considered the one- 
time charge and monthly charge approach. But prior knowing the 
sales results, none was sure which was the better rate approach. 
Other important facts which were developed were that can sell 
telephones, that new attractively designed telephone 
will increase our extension sales, that the transistorized 
although very attractive from the customer’s standpoint, long way 
from fulfilling the technical requirements, and that our customers accept 
separately mounted bell box. 


This kind information has considerably reduced the 
volved introducing this new telephone and has made the decision 
ahead with the production the new telephone much easier. How- 
ever, don’t want give the impression that the test activities were 
the only considerations involved the decision. There are many other 
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important considerations having nothing with research, such 
capital requirements; manufacturing facilities; reduction the usable 
life the 500 telephone, that is, stepped depreciation; effect 
manufacturing requirements the 500 set; effect our rate structure; 
how the new telephone fits with our plans bring out companion 
small wall telephone, improved dial-in-handset telephone, and, few 
years from now telephone with pushbutton dial rather than rotary 
dial. 

Gentlemen this the story the bedroom telphone—its develop- 
ment, the market research that has gone into it, and where stands 
now. hope you have found this interesting story and can benefit 
from our research experiences associated with it. 
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MARKETING FACTORS RESEARCH 
AND DEVELOPMENT 


Harrison Rainie, Jr.* 


Stewart, Dougall Associates 


Throughout the United States, large and small manufacturing com- 
panies are spending billion year research and development, most 
aimed bringing out new products. Even today’s cautious 
atmosphere, with cutbacks capital spending and with staff activities 
being curtailed, expenditures for research and development are expected 
remain high. 

somewhat surprising how much emphasis given research 
evaluating companies and their growth More 
people are judging companies the size their research efforts. How 
many times have all read the investment house brochures, “The 
growing emphasis research the XYZ Company offers good assurance 
favorable long-term growth.” 


Lately there has been increasing amount discussion about the 
importance research and development the key success the 
coming golden years the 1960’s. Economists point out that future 
expansion going depend very heavily development new 
products. certainly true that research and development are extreme- 
important many companies. Actually, rare company that 
can escape the impact today’s expanding technology and rapidly chang- 
ing markets. Today’s products will replaced new 
products they will fall into price competition severe reduce 
profits zero. Most manufacturing companies must bring out new pro- 
ducts continually they are sustain their long-term growth and prof- 
itability. 

Recognizing the growing importance research and development and 
viewing current attitudes and predictions for the future, indeed 
alarming find that, the basis batting averages, research not 
performing too well. Surveys show that anywhere from 60% 90% 
new products fail. This record hard tolerate, particularly when 
cost-conscious market forces companies all sizes make every re- 
search dollar count. And usually the companies that can least af- 
ford that show the highest percentage failures. 

Many you probably have heard stories like the 
fortunately, some you may even have experienced similar failures. 
conveyer-belt manufacturer had worked out new high-speed system. 
Convinced that his new device was world-beater, spent large sums 
its development and suffered seven figure loss before was con- 


*Harrison Rainie, Jr., was elected Vice President Stewart, Dougall 
Associates this year. Mr. Rainie joined Stewart, Dougall Associates 
from Harvard University. 
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vinced that something was drastically wrong and that careful appraisal 
was needed. marketing study showed that the company was de- 
signing Cadillac for Ford market, that unique features the units 
often made them difficult use with components produced other 
companies, and that the company was shooting too small segment 
the total market. The manufacturer was advised that there were 
two alternatives: (1) abandonment the project (2) redesign and 
expansion the product line. The board directors that had backed 
the development program enthusiastically, thinking this 
was going result substantial expansion, was shocked and first 
refused accept the appraisal. After overcoming their initial dismay, 
the directors realized that their only recourse was invest more money 
redesign the product meet the needs the market. They were 
effect starting from scratch again with bitter lesson behind them. 
Today they are out the woods and competing successfully. But how 
much further ahead they would today and how much more money 
they would have the till they had approached their program from 
marketing point view originally. 

take the case medium-sized metal-fabricating manufacturer 
who decided that what his company needed was improvement the pres- 
ent product line that would make competitors’ products obsolete and 
would thus build large replacement business. Consequently, most re- 
search efforts were aimed product improvement. The new products 
developed were clearly superior performance any those the 
market, but noticeable increase sales ensued. market 


research study showed that the old products were serving the market 
adequately and that the improved performance the new products was 
not sufficient bring about replacement sales. was clear, therefore, 
that much time and money had been wasted because lack adequate 
information. 


Another company spent quarter million dollars developing 
fabric which appeared have different and highly desirable charac- 
teristics. appraisal, however, was found that the cost producing 
these characteristics priced the product out the market. 


consumer goods manufacturing company, the results research 
over 10-year period were analyzed. was found that nearly half 
the research and development time had been spent 
proved useless and whose usefulness could have been anticipated before 
the project was undertaken. 


All the case histories are not somber. Many 
used research and development very successfully build sales 
its. drug company, following the introduction new product, dou- 
bled its sales and increased profit substantially. large multi-product 
company developed piece automation equipment. Before 
yond the drawing-board stage, comprehensive study 
determine the concept were sound, whether the product would sell, 
and what the final performance characteristics should be. The results 
the marketing study showed substantial market and, given certain 
design modifications, the product would meet the needs several mar- 
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kets. With this evidence, management was willing authorize sub- 
stantial engineering budget bring the product commercial develop- 
ment. 

Notwithstanding the success stories, the fact still remains that far 
too many new products fail because lack adequate information 
which base decisions. Certainly neither marketing nor research and 
development people are solely blame for the many failures. How 
many the following situations are common your 

The inventors who don’t know what invent. 

The executives who want new products but can’t agree what 

kinds products will build future growth. 

The scientists who are interested technological change per 

without regard for the needs the market. 

The sales manager who wants new products beat competition 

the punch but doesn’t know exactly what needed. 

The sales department that jumps the gun new product with- 

out having the product really ready for the market. 

The scientific triumph that turned out have market. 


The project that took twice long complete expected and 
got market behind all other competitors. 


The product that was over-engineered one wanted it. 


These are problems common many companies. repeat, neither 
sales nor research and development can expected bear full blame 
for failures. Basically, the problem one poor planning. The fun- 
damental responsibility for new products must with top management. 
Selection new products determines the nature the business. More- 
over, establishes the limits expanding the company. Since products 
determine the basis marketing competitive situation, they serve 
point for over-all corporate planning, capital, personnel, 
and production requirements. can said, therefore, that marketing 
the heart the problem. When marketing considerations are not 
taken into account, the chances failure are multiplied many times. 


NEED FOR PLANNING 


clear that the costs inadequate planning are indeed high. 
Not only does poor planning result many dollars going down the drain; 
also creates friction among departments trying fix blame, causes 
frustration among sales and research and development personnel, and 
wastes valuable manpower important company’s future growth 
requirements. 

One the principal needs for better coordination between mar- 
keting and research and development functions and personnel. Research 
and development certainly cannot operate ivory tower. Neither 
can marketing fully appreciate the problems technical research. There 
too much pulling and hauling from all directions, thus making for 
misunderstanding and inefficiency. Marketing must practical and 
mature its outlook. The product manager who has growing com- 
petitive problem cannot demand priority get his project out before 
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others. Sales cannot jump the gun just beat competition when the 
product still has bugs worked out. Short-range projects cannot 
sublimate long-range development programs meet minor emergen- 
cies. the other hand, research and development cannot take its own 
sweet time, cannot put aside urgent problems merely engage inter- 
esting scientific ventures purely for their own sake. too often mar- 
keting and research not work together harmony with free inter- 
change views and ideas. 


Much this problem the fault top management, which appears 
judge performance tangible, short-range success rather than 
long-range accomplishment. This not say that short-range problems 
are not critical and deserving attention. Basically, matter 
emphasis. This then reflects the need for planning and the establishment 
specific objectives. Research objectives rest largely well-defined 
business objectives. These cannot general but must clear and spe- 
broad financial goals must spelled out detail and desires for 
expansion, particularly diversification, must, delineated. 


Typically, objectives involve such considerations as: (1) social and 
factors affecting long-range growth and profitability, (2) com- 
petitive factors the industry, (3) company strengths and weaknesses, 
and (4) resources and desires expand into other fields. Factors within 
the present product line need detailed and studied thoroughly. Ex- 
pansion into other fields requires even more careful delineation. Without 
clear path, research may feel has carte blanche explore whatever 
sees fit. Also research must geared realistic appraisals the 
company’s financial and personnel resources. 


the establishment objectives, marketing must play impor- 
tant role. particularly important that objectives dealing with the 
present product line viewed marketing light. Changes modi- 
fications product product line must made full knowledge 
market and individual customer requirements. Many decisions will relate 
competitive activity; others company reputation for quality and 
service; others the need for maintaining technological lead over com- 
petition; others profitability products; others meet distribution 
pricing problems. none these can research decisions made with- 
out full awareness the marketing considerations. establishment 
objectives along these lines, research programs have clear-cut goals. 


Consideration expansion into other fields again requires predom- 
inantly marketing approach. When considering such expansion com- 
pany should answer such questions the following: 


Are there good reasons for moving into new field? Are mar- 
kets for present products static declining 

What are the most logical areas into which expand? What 
the growth opportunity and what the outlook for profits? 
What are the related supplies services which the market would 

require 
What the nature competition the field? What are the 
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strengths and weaknesses competition? What the oppor- 
tunity for new source supply? 


What channels distribution are required? How these relate 
present selling methods 


ol 


What are the costs distribution various levels 

What are the capital requirements for getting into this new field? 

What are the personnel requirements all functions the busi- 
ness? 


Would better enter this new field through acquisition 
merger? 


The company that establishes objectives answer these questions 
should make dollars instead pouring them down the drain research 
projects based high-sounding objectives that are unrealistic. 

Having established well-defined objectives, the next problem that 
project selection. Generally speaking, the two basic criteria are mar- 
keting feasibility and technical feasibility. Not underestimate the 
importance technical feasibility, the determination marketing feas- 
ibility least important and often move difficult. deais 
many more intangibles. One the basic questions is: When should mar- 
keting feasibility determined? most cases, the earlier marketing 
feasibility started the better. Many disastrous failures could have been 
avoided timely investigation products which were prematurely count- 
certain successes. Marketing research can hand hand with 
developmental engineering research, and with few exceptions, the earlier 
the user has his say the greater the economy the manufacturer. 

The duds can and discovered soon as_ possible. 

Too many companies rely executives’ opinions 
the executives’ wives’ opinions, the truth were known). Frequently 
these opinions are not factual. Sound procedure for project selection, 
therefore, requires adequate marketing research staff and facilities 
gather and analyze the marketing data needed for factual decisions. 


THE FACTORS WHICH MARKETING RESEARCH 
SHOULD USED 
agree that poor liaison between marketing and research and 
development has been major cause for many failures, what then are 
the areas activity with which marketing should concerned 
order reduce the risk new product 


the first place marketing research the primary tool the 
marketing man determining whether idea has 
commercial merit. too many companies there mutual lack 
respect between marketing and technical researchers. Fundamental 
this problem poor communication. This can blamed part 
attitudes individuals. More basically, management problem 
wherein planning and procedures have not been established. market- 
ing and marketing research personnel are not active and enthusiastic mem- 
bers team with research and development, poor communication in- 
evitable. Thus behooves marketing management urge, actively, the 
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formulation and implementation the necessary organization structure 
and the operating procedures under which the team will operate. addi- 
tion mandatory that marketing management staff its marketing re- 
search department with qualified personnel who, their own field, are 
knowledgeable their counterparts research and development. 

Given proper objectives, organization and operating procedures, 
then the responsibility marketing management work 
mony with other departmental personnel and demonstrate clearly its 
qualifications contribute. There has some “sell” engineering 
personnel, for typically the marketing man just peddler the engi- 
neer. turn, marketing cannot afford rub the engineer’s nose his 
product failures. 

Assuming team working together effectively and harmoniously, 
can now turn our attention the important areas activity for the 
marketing man new product development. difficult gener- 
alize whether marketing technical feasibility comes first. This will 
probably depend, typically, the nature the company’s product line. 
For example, company whose products are primarily for industry 
and where engineering skill and ingenuity are important design 
products, technical feasibility may come first. Referring back case 
quoted earlier, that the multi-product manufacturer who had designed 
new piece automation equipment, here the product had brought 
the stage where could said that would work. 
appraisal would have been meaningless without preliminary design criteria 
and operating characteristics. The problem marketing research was 
determine whether the concept was sound, whether there was market 
for the product, and what performance characteristics were needed 
meet market requirements. This was case which the marketing 
research personnel had engineers themselves study the market- 
ability complex and highly technical piece equipment. The re- 
spondents were production managers, tool engineers, and the like. 
gain support for their conclusions the marketing personnel had talk 
the language the engineer. 

another case, the new product under study was line centrif- 
ugal compressors. The problem was one determining the market 
and its characteristics and design criteria meet customer needs. Again 
the market researchers had engineers. The basic designs had been 
developed research and development, and the problem was see 
this was logical area expansion for the company and what customers 
thought the new design. both the above cases only small 
amount money had been spent. The major expenditures for engineer- 
ing development were ahead. 

another case, cigarette company which had not entered the fil- 
ter field was contemplating such expansion its line. Technical fea- 
sibility was not primary factor initially. This was case where the 
company’s reputation its regular lines, its position the market, and 
future sales opportunities would such that the addition filter cig- 
arette would enhance its sales profitably. The results the market- 
ing study showed that filter was needed round out the line, and the 
technical research people then had clear-cut goal achieve. 
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take another example the manufacturer metal office furni- 
ture who was considering acquiring company manufacturing pipe fit- 
tings which were sold plumbing wholesalers through manufacturers’ 
agents. The company’s own manufacturing facilities could easily 
adapted produce line enameled metal bathtubs, marketed 
through the newly acquired distribution system. First, however, they de- 
cided take close, objective look the whole plan. The management 
had not realized that order present complete line would nec- 
essary turn out closets and lavatories well. 


This meant establishment pottery. complementary line 
colored products would also needed, which complicated the inventory 
and control problems. Also, was found, direct sales organization and 
costly advertising program would required. the end, these mar- 
keting problems loomed large that they became prime consideration 
management’s decision abandon the project and shift other plans. 


bring some international flavor this discourse, could cite two 
types marketing problems recently posed foreign manufac- 
turers. One that determining the opportunity for foreign product 
the United States. Twice, recently, have saved manufacturers from 
disastrous ventures the United States where their products were wrong 
for the United States market. impossible generalize when marketing 
feasibility should determined, except say that should done the 
earliest possible time. 


Aside from the problem when should done the problem 
what should done determining marketing feasibility. nearly 
all cases the size the potential market paramount consideration. 
Size market and expected growth involve production facilities, per- 
sonnel, capital requirements, and, above all, profits. second important 
consideration the nature competition, particularly new markets 
are involved. Careful appraisal these considerations may mean the 
difference between success and failure. you have small company con- 
templating new market which dominated large, well-entrenched 
competition, you may think twice before taking the However, 
better service and flexibility may the big difference. Some our 
European friends are not afraid the big three the automobile busi- 
ness. Some E.’s most aggressive competitors are small companies. 


Another important factor methods distribution and costs dis- 
tribution. This particularly important new selling methods are in- 
volved. Advertising and sales promotion methods and costs may have 
important bearing decision enter new fields. 


effect, the job determining marketing feasibility involves all 
the functions marketing nearly all cases. Superficial evaluation 
any one may reason for failure. 


ORGANIZING FOR NEW PRODUCT DEVELOPMENT 


have established the need for setting clear-cut objectives and the 
need for full participation marketing people new product develop- 
ment. Now the question proper organization must considered. Bas- 
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ically, the question here who should participate project selection and 
how should this activity organized. 


There are many companies the industrial products field where 
technical feasibility has the greater influence project selection. 
such companies marketing personnel contribute their thinking and ideas 
but final selection the hands technical research personnel. There 
are, turn, many companies where the converse the case. either 
situation, top management must have final say. 

There are number approaches that industry taken or- 
ganizing for new product development. the first place, this function 
can report top management, marketing engineering. the con- 
sumer goods field much product development work primarily market- 
ing nature and thus the function can report marketing manage- 
ment. certain industrial products engineering may the primary fac- 
tor. either consumer industrial goods, however, more and more 
companies find necessary have this function report top manage- 
ment. Only putting final say this level can the proper coordina- 
tion and delegation responsibility achieved among the various de- 
partments participating. 

With respect specific organization approaches use today the 
three most common are the product manager, the product planning com- 
mittee, and the corporate new product division. The product manager type 
organization more frequently found among consumer goods manufac- 
turers. This type organization new product planning places major 
emphasis short-range objectives. cases where 
ning important, particularly expansion into new fields, quite often 
separate product planning group has established which 
beyond day-to-day problems. This group usually oriented strongly to- 
ward marketing feasibility but has members from other corporate de- 
partments, particularly technical research. One large corporation had this 
type organization which reported the marketing manager. was 
found, however, that the consumer goods field was necessary es- 
tablish separate corporate function for product development. the fast 
moving packaged goods business, marketing management had de- 
vote its major attention day-to-day problems. had move out 
this sphere when looking new products; thus the separate department 
did provide the proper climate for objective appraisal. 

The product planning committee rather common type organi- 
zation structure. Usually the chairman reports top management. 
The membership this committee may vary from one company 
another but generally includes marketing, technical research, and 
manufacturing. Within each these functions member manage- 
ment assigned participate. Under each committee member may 
subcommittee which will assigned specific areas study and analysis. 
This type product development organization 
creasingly common industry because provides liaison between de- 
partments, particularly marketing and technical research, 
its members get away from day-to-day operating details and take 
broader look future company growth. The mere establishment 
committee assurance that the resulting research effort will prop- 
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erly programed, but step the right direction. Such commit- 
tees serve tear down the iron curtains that have surrounded the re- 
search effort many companies and establish basis for effective liai- 
son. most companies the committee has limited authority, since final 
decision must rest with top management. However, the committee can 
establish priorities, perhaps can actuate projects involving expenditures 
below certain level, can determine whether outside consultants can 
used effectively, and most importantly can make recommendations. 

The third type new product organization the corporate new pro- 
duct division. the establishment corporate department there are 
three important factors: (1) definition the new product function 
that delegation responsibility clear, (2) establishment the structure 
the department within the corporate framework, and staffing 
the department with adequate personnel and esablishment oper- 
ating procedures. course, various departmental personnel participate 
new product work, and the major job the corporate new product 
department coordinate the work other functional departments. 
any one point time there are many interrelationships among de- 
partments. Coordination therefore prime importance all along the 
line. 

terms procedures the various elements product development 
include: 


Development and searching for ideas. 

Initial screening ideas from marketing and technical feas- 
ibility point view. 

Making recommendations projects undertaken. 

Developing the product for test. 


Conducting market and technical tests develop final plans for 

marketing and production. 

Launching full-scale marketing effort. 

clear that marketing plays major role throughout the process 
product development. must help develop ideas (from many sources 
such customers, salesmen, competitors, etc.) help screen ideas, make 
recommendations technical design, features and performance charac- 
teristics, help test the prototypes, and lay plans for the launching the 
product. 

summary, have reviewed the record product development, 
which not entirely happy one. have stressed the need for prop- 
planning research and development. have touched the 
organization problems new product development. believe the 
economists, and most feel they probably are right, the future growth 
the American economy will depend heavily technical research. The 
fate many company will balance upon its ability produce market- 
able new products adequate profit. one seems know the 
correct ratio between investment technical research and investment 
marketing research. But the cost marketing research will always 
seem small the face the millions that can wasted technical re- 
search when product fails. 
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behooves those marketing convince top management 
that marketing should share least equal not more responsibility for 
new product development rather than merely relying technological 
advance and for itself. must also raise our standards perform- 
gain more stature. 

could sum the problems new product development quot- 
ing President Eisenhower, who said recent speech the economic 
the Union, “Give what want, not what you think 


Re 
| 
| 
| 
| 
q 
q 
q 


THE USE FUNCTIONAL FEATURES 
PRODUCT STRATEGY 


John Stewart* 
Arthur Little, Ine. 


conceivable objective management and one which many com- 
panies hold the ideal would make product “better” the eyes 
all consumers general. Unfortunately, rarely possible so. 
Especially recent years management has seen increasing value sub- 
dividing the market and developing products with special appeal cer- 
tain segments the market. 

would like report some ideas concerning the role that func- 
tional features can play strategies market segmentation. These 
ideas grew out research work consumer durable goods that did 
under the sponsorship the Harvard Business School. The ideas are 
expressed here stimulate further thinking and research efforts 
problems product strategy. For the most part, the ideas only apply 
products such appliances, cameras, watches, and similar goods. 


Not too many years ago manufacturers were preoccupied with the 
problem standardizing their products get reasonable production costs. 
But the last years number things have changed the necessity 
for this. Wendell Smith’s article our AMA JOURNAL two years 
ago pointed out: the total market has grown size, incomes are up, 
consumers have gained experience using such durables appliances, 
and they know what they want greater detail. Also, many indus- 
tries the efficient production unit has decreased size. 


These factors all tend enable manufacturers tailor their prod- 
ucts match the demand the market more accurately. Manufac- 
turers generally have more protection against direct competition selling 
product group products that are somewhat specialized the 
needs certain segments the market. Perhaps more important, 
product specialization provides relatively inexpensive method achiev- 
ing intense preference from market segment. 

company decides should specialize its products, faces the 
question what market segment wishes sell. For most consumer 
durable there are variety possible dimensions for segmentation, 
Some common ones are geographical location, age, income, occupation, 
and education. 


Not all dimensions, however, are equally useful. One rather obvious 
limitation the size the segment. Many potential segments are too 
small warrant the design products match their individual needs. 


*John Stewart Staff Consultant for Arthur Little, Inc. Formerly 
was Instructor Marketing and Advertising MIT. 1956-1957, 
was Doctoral Research Fellow business administration Harvard 
Degree from the University Colorado. 
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Other segments may large enough size but their particular needs 
not acute enough enable the development intense preference. 


Much less obvious, but still important the “accessibility” the 
segment. Can the segment reached efficiently through existing 
channels distribution? Can the segment reached efficiently through 
existing advertising media? If, for example, product were 
tiated appeal strongly (but only) left-handed consumers, how could 
advertised efficiently through existing media? For every potential 
customer covered, there would many more covered who were not po- 
tential consumers. 


Specialization based geographical segmentation would more 
efficient. product can developed unusually good job 
meeting the needs given area, all the local channels distribution 
and advertising media may used without covering 
ments which have advantage gained from the specialization. The 
more efficiently the selected segment can reached, the greater the 
specialization can and still yield acceptable volume 


Although great deal more could said about the strategy 
selecting appropriate segments, will pass the next part the 
problem: what characteristic the product should you change attain 
the preference you want? The idea here take broad look the 
advantages and disadvantages general type product improvement 
before selecting specific improvements. examples, let try gener- 
alize about the strengths and weaknesses three product character- 
istics which can used specialize product’s appeal; distinctive styl- 
ing, strong brand image, and functional features. 


STYLING 

One the most outstanding advantages using styling the pri- 
mary means differentiation its ease communication consumers, 
picture television magazine conveys its nature without de- 
pendence upon sales personnel. the other hand, styling has important 
limitations. Not only the degree acceptance difficult predict, the 
market segment which the style will preferred even more dif- 
ficult predict. the segment preferring the style cannot identified, 
the methods advertising and distributing the product cannot tailored 
reach that segment efficiently. Styling, variable product 
differentiation, has relatively little power attract the preference 
preselected market segment. 

Two additional factors add the risk using styling the 
mary means differentiation. The first the controversial nature 
styling. style made more and more unique, apt become 
increasingly controversial. not just matter some consumers pre- 
ferring the style and some being indifferent it. Some consumers 
will dislike actively. This particularly dangerous because styling 
often cannot made “optional” economically. consumer not given 
the option paying little more (or less) and buying conventional- 
looking grille 1958 Edsel. most major-purchase durables, the 
styling “built into” the product, and expensive offer significant 
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styling variations given price range. Finally, styling has little pro- 
tection against imitators. 


BRAND IMAGE 

Probably the most important prerequisite the effective use 
unique brand image the primary means product differentiation 
that the product emotionally important consumers. Some major- 
purchase durables have far more symbolic meaning consumers than 
others. you all know, consumers think automobiles having 
personalities, and fairly detailed personalities. But research study 
were conducted regarding various brands water heaters, should not 
expected that consumers would associate certain brand with certain 
occupational groups with certain age groups. 


long the product type important consumer’s self- 
concept, unique brand image may used effectively differentiate 
product wide variety market segments. can used focus 
product’s appeal market segments based the consumer’s sex, age, 
education, occupation, income, numerous psychological types. 
market research techniques improve will undoubtedly become even 
more feasible sharply focus product’s appeal through its image. 

But policy differentiation through brand imagery also has draw- 
backs. expensive and time-consuming means gaining pre- 
ference. Although many brands have, through the years, acquired 
definite image the minds consumers, the established image may not 
have been intentional. not the image desired management, 
costly correct. unique brand image not flexible means 
differentiation. most cases, the only protection offered unique 
brand image derives from the slowness with which competitors can es- 
tablish similar image. 


FUNCTIONAL FEATURES 

many respects, functional features are more versatile means 
achieving differentiation than either the others which have been dis- 
cussed. Functional features can used gain the preference variety 
market segments. Features can often made optional low 
cost, and they can dropped quickly. 

The cost developing functional features varies widely. While 
usually expensive develop significantly new feature with wide gen- 
eral appeal, often relatively inexpensive develop feature with 
strong appeal particular market segment. Furthermore, the segment 
which functional feature will generate the strongest appeal can usually 
predicted with considerable accuracy. 

From communication standpoint, probably more difficult 
establish consumer preference the basis special functional features 
than the basis distinctive styling. While picture can 
convey the style, explanation and/or demonstration often required 
convey the value feature. the same time, the value func- 
tional features apt more easily conveyed than the value particu- 
lar brand image. 


Functional features may also useful building desired brand 
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image. For example, when Chevrolet adopted fuel injection op- 
tional feature, helped bolster its image. The added cost consumers 
precluded general acceptance the public but the great virtues such 
feature are the connotations “modern,” “progressive,” and “powerful” 
that accompany the feature. 


Features can also influence the quality brand the range 
possible styles. fact, each the means achieving brand differen- 
tiation may interreact upon one another, and therefore requires careful 
planning develop effective combination that will gain the preference 
the market segment that sought. would like discuss just 
the important considerations which management should aware 
when combining the means differentiation. 


FORMULATING EFFECTIVE DIFFERENTIATION 


All too frequently management selects group functional features 
that “are rated highly consumers” when tested individually. These are 
combined with style that not too expensive produce and thought 
preferred the largest number consumers. The product 
sold under brand name that has image which has been built over 
period years, partly without conscious guidance and partly according 
what advertising agency thought the image should be. The result, 
often not, product with rather low over-all consumer prefer- 
ence. The problem that results from this approach that the group 
consumers that liked the features may different from the group that 
liked the style, and the group that liked the image may have been different 
from either the first two groups. 


Distinctions may made between the alternative means differ- 
entiation the basis their effect the market. Aside from wheth- 
the means differentiation happens style, brand image, 
functional feature, the effect general increase preference 
only specialized increase preference, e., does only part the 
market consider the differentiation preferable 


Combining general interest changes not dangerous. They may not 
efficient use, either because high development costs because 
all competitors can advantageously follow them, but they cannot limit the 
breadth preference for brand. 


contrast, combining specialized means differentiation may 
dangerous depending their specific effects. illustrate, take 
hypothetical (but not unrealistic) manufacturer automobiles. Suppose 
that this manufacturer one the smaller producers and 
would advantageous for him specialize his brand avoid direct 
competition from the larger firms. this, the manufacturer may 
develop small, light weight automobile with engine small dis- 
placement. These characteristics are limiting, but they parallel one another 
building appeal the economy-minded segment the market. 
Then suppose the same brand also given distinctive and controversial 
styling. only 10% potential automobile purchasers are interested 
enough economy prefer this type automobile over larger, more 
and softer riding makes, and also only 10% the total market 
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willing accept the distinctive styling, the result apt over- 
all preference only (.10 .10) the market. 


Despite the danger using inherently limiting means differen- 
tiation, sometimes necessary and desirable so. For instance, 
may necessary for management accept existing market-limiting 
characteristic their product (or its brand image) and build additional 
differentiation around this existing characteristic. Even when this not 
sometimes the least expensive method achieving in- 
tense preference within small part the market. Also, because 
market-limiting effect, they may less attractive for large competi- 
tors follow. 
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APPLIANCES FROM THE VIEWPOINT 
THE MANUFACTURER 


David McCarty* 


Radio Corporation America 


should like discuss today three somewhat distinct topics. First, 
should like review for you some the background collecting 
marketing data the electronics industry. Second, should like 
describe what our data tell the current situation the consumer 
electronic products section the appliance industry. And, third, will 
attempt impart idea you for expanding company consumer re- 
search programs very little additional cost. 


COLLECTING MARKETING DATA 


Let start with little background what known today 
EIA. Prior 1951 all our radio and marketing information was 
collected and disseminated for outside accounting firm; out- 
side mean that was not direct part the trade association, then 
nized that with that system could never get the kinds data they 
knew the industry would eventually require. they proposed setting 
separate department for collecting industry marketing data. late 
1951 RMA became RTMA (Radio-Television Manufacturers Association) 
and statistical department was set handle and process industry 
marketing data. This was the beginning. 


Today, seven years later, RTMA has changed its name once 
RETMA and again EIA and now are near completion system 
that keeps date generically, geographically, and for each level 
the channel distribution for radio, TV, and This 
say that nationally have data reflecting production, factory sales and 
inventories, distributor sales and inventories, and dealer sales and inven- 
tories for each type radio, for each category black and white 
and for various classes phonograph. Moreover, get what want 
weekly monthly basis, whichever appropriate. Additionally, 
have sales dealers counties monthly basis for radio and 
don’t want bore you with the minute details this statistical 
service, but want make crystal clear that the consumer pro- 
ducts members the electronics industry are getting the radio and 
marketing data they need from evidenced the fact that most 
requests the members now make concern changes rather than additions. 
Not very long ago the requests indicated need for more data. 
have only recently agreed expand the service cover phonograph. 


*David McCarty has been Administrator Market Research with RCA 

for six years. Mr. McCarty had previously been associated with Lever 

Brothers their field sales department. completed his undergraduate 

Kansas Wesleyan University and received from 
arton, 
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How did all this come about? Most certainly didn’t just happen. 
had find way achieve joint industry cooperation among the 
members well with the trade association. certain that many 
factors were responsible, but had say what one thing was most 
important would very definitely point the semiannual statistical clin- 
ics have held. Without these clinics, call them, there would 
today far less valuable marketing data available. 


These statistical clinics have provided harmonious meeting grounds 
for discussion marketing data problems relatively young industry 
but industry fiercely competitive any industry America. They 
have provided sound base for giving our industry the kind leader- 
ship needed avoid waste and inefficiency, the electronics 
industry take the view that our program joint cooperative survey 
where each the respondents also participant. Therefore, while 
seek full 100% participation, don’t require reflect the total in- 
industry. The entire cost the EIA statistical program could more than 
offset one cent per TV, radio, and phono—only one penny per unit. 
How much would cost the company obtain these data com- 
pletely its own devices? don’t think this would possible, but even 
were the cost would prohibitive. 


One the basic problems encountered, sure other trade 
associations have encountered, the security provision. Let just say 
that strict adherence these two ground rules has kept the EIA the 
clear this score: (1) statistic may divulged where one company 
accounts for more than 50% the total without the consent that com- 
pany; (2) statistic may divulged where three fewer companies 
participated. 

The appliance industry today highly competitive business 
which marketing strategy and tactics must supported sound market- 
ing data and integral part that marketing data accurate ap- 
praisal industry facts. Surely there can logical disagreement 
with the premise that any diminution effort collect sound industry 
facts can naught but further retard recovery. 


ELECTRONICS INDUSTRY OUTLOOK 


This brings the current situation our industry. Where are 
now June let’s examine the inventory situation. Deal- 
ers’ stocks have been continuously reduced over the past few 
months and now they are about equal the all-time low. Factory and 
distributor stocks are also down but not significantly dealer stocks. 

Last summer, attended the annual National Association Radio 
Appliance Dealers Association Institute for Management. This insti- 
tute actually week-long annual school and attended about 
the nation’s most forward-thinking appliance radio-TV dealers. 
any you get the chance go, all means for you will highly 
rewarded hearing dealers really let their hair down. The most important 
problem dealers faced last summer, according comments they gave, 
was inventory control, and convinced that great many dealers 
the past nine months have instituted much tighter inventory control. 
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They have certainly accomplished their objective with respect TV. The 
ratio dealer inventory sales, while not low was the lush 
years following the opening new areas, satisfactory for this 
time year. 

What does all this mean? feel that there now the dealer 
level less susceptibility price “deals” and package selling than any 
time recent years. Dealers are, certain extent least, operating 
more according formula. 


One needs only look some the current EIA reports com- 
prehend the complexity today’s marketing problem the electronics 
industry. lines have been broadened over the past few years although 
likely that this trend may starting level off. Radio lines now 
include tube type well transistor portables. Phonograph, you 
all know, has been greatly expanded the point that now have 
models ranging from the less-than-$25 bracket those the $1,000-and-up 
bracket. The need for sound marketing data support sales strategy 
has never been greater. 

the rest the appliance industry, the current downturn has 
been reflected substantial declines sales consumer electronic prod- 
ucts with the exception color and high-fidelity phonograph. 
still bright spot and think will get even brighter with the 
emergence stereophonic high-fidelity phonograph. But more about 
that later on. 

The president RCA, John Burns, his message RCA share- 
holders early May said, and quote: “We believe that the best way 
out recession sell your way out. That exactly what in- 
tend do—to sell our way higher volume and higher profits. 
accomplish this goal, have developed three-point program. 
are expanding our existing activities that show promise returning 
fair profit. Second, are creating new departments after busi- 
ness certain key areas. Third, are introducing important new 
products and services that will create new markets.” 

There must renewed sales effort appealing the rightfully 
selfish interest the consumer. selfish motive because buys 
satisfy his personal wants. rightful because his money has 
worked for and saved. 


And there must also more follow-up selling. have very 
strong conviction that industry today losing great many sales be- 
cause lack follow-up the well-planned sales promotional cam- 
paigns. say have strong conviction this regard, but can’t sup- 
port that conviction statistically and may well that market re- 
searchers generally are today missing part their responsibility. Our 
techniques, feel, should provide diagnosis the disease and 
means measuring how advanced the disease has become. With respect 
measuring the adequacy selling, generally, feel there blind 
spot the science marketing research. Not long ago saw tab- 
ulation survey 226 executives which they were asked any- 
body had asked them buy car, appliances, set, house, and 
forth. For each different products the negative replies were many 
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times the positive replies. Another tabulation saw reflected replies 
these two questions: (1) Would you say you are the market? and 
(2) have you been contacted salesman? again the 
results indicated many were prospects for the products listed but few 
had been contacted. 


this score, should like, with your indulgence, relate three 
rather astounding instances. (1) Early this year decided needed 
second car for wife, called one the biggest auto dealers 
south Jersey and explained that would buy new station wagon 
from him could also get clean, low-mileage, two 
three year old used car. Yes, certainly would able take care 
needs only day two. took name, phone number, 
and home address, but still waiting for him write. (2) 
friend mine needed new washing machine few months ago and 
called prominent appliance dealer the Philadelphia area. gave 
his name for home call since had small installation problem. 
too still waiting. (3) Another friend all but closed deal for car 
Saturday night. fact, agreed take the car, but since 
was getting late was agreed that the papers would signed Mon- 
day night. Monday morning this friend was north Jersey and, 
make long story short, was offered better price the same 
car, which took. He, too, still waiting for the first dealer con- 
tact him. course, first friend got washing machine and 
second friend got new car, but found good used station wagon and 
kept the older car, which meant far lower outlay money. can 
only presume that these cases are being re-enacted all over the country 
every day, with lower total sales the inevitable result. selling, dis- 
count pricing, and supermarket merchandising suffice without 
adequate follow-up the customer who wants sold. Better prod- 
ucts better values, combined with convincing sales story, are the best 
keys recovery from the current downturn. 


Along the line new and better products the radio-TV-phono- 
graph industry the introduction stereophonic 
graph. you know, stereophonic means that part the musical selection 
comes from one set speakers and the other part 
comes from another set speakers bringing about practically the ulti- 
mate faithful reproduction. indeed amazing when you consider 
that the engineers have achieved system whereby the needle stylus, 
now called, simultaneously picks separate parts the selec- 
tion from either side the groove. Thus, while you still have only 
one stylus, there are two pickups, two amplification systems, and two 
sets speakers, allowing you the pleasure really “alive” reproduction. 

Another new product which currently being introduced the stereo- 
cartridge tape player which gives all the realism stereophonic 
sound, but which not only does away with the time-consuming tape thread- 
ing operation but addition provides twice much music from given 
amount tape. 

Now some you may asking, why talk about 
stereophonic sound, here? Well, let’s back just for moment the 
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1948-1949 downturn. remember the summer 1949 well because was 
selling that time and had never been exposed big industrial 
area during recessed period. remember one day driving along the 
Industrial Highway between Philadelphia and Chester, Pennsylvania, 
where there are such plants Sun Ship, American Viscose, Baldwin 
Locomotive, Belmont Iron, Westinghouse, and many others. 
ular day the whole area had atmosphere not greatly different from 
that you feel holiday although actually was normal weekday. 
drove along thought that this American productive giant had 
really come screeching halt. Were returning the 
soon? How bad would get? What influence would the government 
need exert? Were consumers soon saturated with those goods they 
were unable buy the early 1940’s? These and other dire thoughts 
passed mind that summer day 1949, but less than six months 
the entire economy was off the most prosperous year our history. 
What spurred back prosperity? Korea hadn’t yet begun. Govern- 
ment spending didn’t it. don’t suppose ever know positively 
completely what forces have been responsible for either upturns 
downturns, but this instance the introduction new products cer- 
tainly played significant part. own opinion that the emergence 
popularly priced, big-screen played major role. more than 
coincidence that set sales rose from 1,000,000 1948 3,000,000 
‘949 and about 7,000,000 1950. And what more, far the signifi- 
part this increase began September 1949! Not only did peo- 
ple buy sets ever increasing numbers but also they began watch- 
ing new programs and were being exposed for the first time new 
dimension advertising. 


No, stereophonic high-fidelity phonograph not TV, nor the 
potential large was for TV, but new, exciting, and 
will cause people want hear demonstrated. The consumer has 
the cash buy; all that needed trigger touch off new and 
concerted upturn demand for all consumer electronics and 
Stereophonic high-fidelity phonograph one the new products which, 
together with other new products, will provide that trigger. Color TV, 
now technically perfect, also shows signs real breakthrough 
the fall 1958. 


CONSUMER RESEARCH PROGRAMS 


Now would like describe one our projects which hope will 
give you some ideas for doing more consumer research within your own 
company. For those you who are market researchers, preface 
this area talk necessary, but for the others you who may 
only mildly interested consumer testing, what about de- 
scribe may not specifically applicable your own company. Most 
likely some variation our technique will prove necessary, but you 
retain the basic advantages inherent this type consumer testing you 
will find you can great deal more research reduced costs. The 
fundamental proposition inherent our project that far cheaper 
and quicker interview people when you can get them come you 
rather than your going them. Our project was born about three years 
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ago and was the outgrowth our having New York the RCA Exhi- 
bition Hall where our consumer electronic products are displayed. 
got the idea interviewing the patrons the Exhibition Hall deter- 
mine consumers’ wants. figured that such project would have two 
advantages over the more conventional method commissioning 
search agency undertake field study: (1) There would greater 
rapidity obtaining answers and (2) there would considerably re- 
duced costs. 


the other hand, were somewhat skeptical about using sam- 
ple attendees which might might not representative the United 
States whole. Moreover, what about biases introduced virtue 
the fact that the respondents would inside our own facilities? 
These were disturbing problems say the least. Should any you 
embark similar project, you ought bear mind that there are 
three requisites successful operation project such ours: (a) You 
need near captive audience; (b) you need “neutral” location 
possible; and (c) you must extremely discreet selecting the type 
problem study. 


our case found the nearly perfect solution these problems 
almost accidentally. Someone NBC happened suggest that the 
people going NBC tours came from all over the country. This re- 
mark, course, sparked the idea interviewing them. found the 
necessary space the mezzanine floor NBC and, what more, 
found that the usual course events great many the people going 
tour have minutes time their hands. This was made 
order for us. now had near captive audience and had 
least fairly neutral location. The next step was the selection 
trial problem. coincidence that time were confronted prob- 
lem relating the use color for radio cabinets. Our radio division 
wanted know how wide the range colors for cabinets should 
conform consumers’ wants. After analyzing the prospects, con- 
cluded that even with nonrepresentative sample could derive some 
valid conclusions this score and set out survey the people tak- 
ing these NBC tours. For those you unfamiliar with these tours, 
NBC maintains staff guides who conduct tours studio facili- 
ties NBC, New York. These tours are quite popular and attract 
tourists from all over the world. 


Our approach the radio cabinet color problem was quite unsophis- 
ticated, consisting merely having several additional pastel colored 
cabinets made add our line one model portable, one model 
clock radio, and one model table radio. displayed all about 
eight each model type, placing ballot box under each unit. 
the people came in, they were greeted and told the 
most without exception they were most enthusiastic and eager partic- 
Each person was handed printed questionnaire with ballot 
attached the bottom used voting for the model would pur- 
chase were buying radio. The questionnaire was short, containing 
only about eight questions, and these were almost all classification ques- 
tions get idea the characteristics the sample. Moreover these 
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questions when answered, could weighted reflect the more typical re- 
sponse might expect from truly representative sample. 


this point let reiterate the importance careful selection 
the problem. Most certainly you could not expect measure the market 
potential for product, determine brand position, develop data re- 
flecting consumers’ viewing listening habits this kind project 
because answers these vital questions nearly always vary greatly 
among different classes people. Because these wide variations 
responses is, course, absolutely necessary for certain questions 
asked only truly representative sample. But our problem 
how wide choice color cabinets consumers want, could log- 
ically expect little variation response among different categories 
people. matter fact that precisely what found. 


You are probably wondering, what? Well, the “so what” this pro- 
ject that little more than two weeks had our answer and 
cost only $300! have run five more surveys and none has cost 
more than $250; matter fact, the biggest out-of-pocket cost 
factor involved has been the printing the questionnaire. This technique 
has worked well for that currently are installing beautiful 
display area for continuous testing. have enough projects slated 
last until 1960. 


Let give you idea the range studies which can ex- 
plored this way. The study the range radio cabinet was 
our first project. Following that project asked: “Which colors are 
most wanted and what should the proportion color portable radio cab- 
inets one another?” Following that study attempted very 
complex problem the market acceptance portable radio which 
had been designed for boat owners. This particular radio called the 
“Yachtsman” and multiple features which would desirable for 
boat owners. Our problem was determine how well boat owners would 
receive this particular model, what kinds advertising should used 
promote it, well where this portable radio should sold. 
next conducted survey consumer’s preferences for lowboy vs. the 
orthodox cabinet styling. this study displayed four lowboy 
models and four orthodox upright models. The hardware features and 
finishes the sets were consistent possible. Following this study 
approached which was much more abstract 
Our company would like have new slogan, and our advertising peo- 
ple were requested develop eight the best possible slogans 
candidates for final selection. These eight slogans were tested printed 
questionnaire among the people going NBC tours. Finally, con- 
ducted project consumer preferences for various finishes for high- 
fidelity styling; this project displayed different finishes one 
model hi-fi. would like state that this, date, our only 
unsuccessful venture. The distribution favorable responses for each 
the different models was similar that have discarded the 
results and will try different technique. our thought that 
too difficult for respondent choose among different finishes, 
since they seem too much alike for definite selection. 
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believe these examples illustrate very practical down-to-earth 
kind consumer research within the range many companies. say 
many companies because undoubtedly there are some companies whom 
the facilities for conducting such project would not available. The 
survey location need not your company’s premises. booth 
railroad station might suffice, even though the audience wouldn’t cap- 
tive. You might well conduct survey this kind the floor 
department store convention. Since had solution lo- 
cation, haven’t given great deal thought alternative methods. 
But anywhere people and have free time, think you will find them 
ready, willing, and enthusiastic give you their opinions about what 
they like, particularly they can see the product. Our efforts NBC 
have been successful because the people themselves really want partic- 
the project. 


Certainly, adaptations our technique can made other con- 
sumer goods companies. For those who make such adaptation, 
more consumer research will accomplished than would otherwise 
possible. his speech the National Industrial Conference Board 
its May meeting New York, President Eisenhower, you will recall, 
made the comment that “more marketing research the order the 
day that American industry may produce those products which the 
American public wants.” Certainly marketing research and consumer 
research can never replace the initiative and ingenuity displayed the 
engineers and scientists first conceiving the various products, but 
can make those products better. can make them more salable. 
can make them lower priced and better valued. With our project 
New York, think will accomplish great deal toward these ends 
with RCA’s various consumer products and hope that this will be- 


come important part our over-all effort sell our way out the 
current recession. 
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THE LIFE STUDY CONSUMER 
EXPENDITURES; ITS IMPLICATIONS ABOUT 
FUTURE CONSUMER MARKETS 


Richard Ostheimer* 


Life Magazine 


Just about year ago this month, received the first preliminary 
tabulations the LIFE Study Consumer Expenditures. The first vol- 
ume was published subsequently the fall 1957. 


Since then, associates and have been living with the data. 
After this year submersion, now seems appropriate time for 
summing up, assessing what learned that didn’t know be- 
fore. What significant contributions, any, has this study made mar- 
keting 


Before attempting answer, I’d like make preliminary 
comments. First, the disappointment more promotional-minded 
colleagues, the principal findings not take the form, and large, 
startling facts which one ever dreamt prior the study. 
such shockers appear, chances are the figures are wrong, and we’ve 
found few. 

second comment that this will personal appraisal. Others 
may view the study differently. such, appraisal doubtless reflects 
particular interests and background, which that economist 
training and statistician necessity. 

want organize brief talk into three parts. First, want 
illustrate one general finding which seems one the most 
significant contributions marketing knowledge that the LIFE Study 


has made. This finding the clear evidence the importance non- 
income household characteristics consumption. 


Second, and this is, course, inseparable part assessing what 
significant, will talk about application this finding: how, 
fact, can used make better marketing decisions. The applica- 
tion the combining the findings with other information help fore- 
cast future markets part long-range planning. 


Third, the best tradition objective research, I’ll examine what’s 
wrong with this significant application and what might done about it. 


For those few you who have managed escape hearing about the 
LIFE Study Consumer Expenditures, let say that the study 
primarily concerned with describing the markets for great many spe- 
consumer products terms great variety characteristics 


*Richard Ostheimer Research Director the Market Research Depart- 
ment Life Magazine. Prior this position, served the Economist 
the research staff the Commission Financing Higher Education. 
has also been associated with the National Science Foundation con- 
sultant. Mr. Ostheimer has and Ph. from Columbia. 


the consuming households. For example, all the dollars spent some 
category product, what shares are accounted for households dif- 
ferent income groups, different stages the life cycle, different 
educational attainments, and on? Or, looking the basic data an- 
other way, how per household annual expenditures some products 
vary among households different types? 


Historically, differences consumer behavior have been explained al- 
most exclusively the sole characteristic household income. are 
apt forget, however, the very radical change that has occurred our 
income distribution the last three decades. These data show that the 
share total disposable income received the highest income re- 
cipients has sharply diminished. 1929, these richest received over 
one-third all income; 1939 their share was down 27%; and 
1946 18%. generally expected that this leveling process and 
will continue. 

These findings imply that other household characteristics 
come more important explaining variations consumer behavior. 
definition, the income distribution becomes more equal, ability buy 
becomes less important and nonincome factors more important factors 
which are correlated with needs, tastes, and preferences. 


One such nonincome factor education, which cultivates unique, and 
what seem times luxurious, tastes. willingness spend 
the hilt, perhaps reflection more confidence about future 
earning ability.) 

contrasted total expenditures the more educated households 
(heads who have graduated from high school gone beyond) with less 
educated households (less than high school graduation) while confining 
comparisons households like incomes. The more educated house- 
holds spent the average more total every income level. 


Another characteristic whether the household located within the 
168 standard metropolitan areas nonmetropolitan areas. The metro- 
politan household outspent its income counterpart located 
metropolitan areas. 


While these data show how total expenditures all goods and services 
are associated with various household characteristics, the LIFE Study 
reveals that particular products differ greatly how responsive they 
are various characteristics. Some are particularly sensitive education; 
others the age the head, the household’s stage the life cycle; 
still others urban location; and on. 


Now, given projections demographers the number 
households are likely have the future, and often they can 
made fairly accurately because simply means pushing ahead time 
those who are alive today, these relationships between spending and char- 
acteristics provide means translating these demographic projections 
into forecasts the future demand for various consumer goods. 


Let’s take brief look two these projections households. 
the next decade, metropolitan households are expected increase 25% 
the face only 14% increase all households and virtually stable 
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number nonmetropolitan households. Certainly, the demand outlook 
for products which are relatively strong rural (such patent 
medicines and basic food ingredients) rosy. 


Another education. can forecast with certainty that will 
more educated population the future simply because the young 
adults today are much more educated than the older adults. These data 
from the LIFE Study show how the percentage household heads who 
have least graduated from high school diminishes from three-fifths 
all the very young households only one-fifth the much older 
households. that the young are going get older 
and the old die off, which means, course, higher educational attain- 
ment adult population the future. 


are projecting that the proportion households headed some- 
one who graduated from high school went beyond will rise from 42% 
1956 50% 1965. This growth 7.5 million educated house- 
holds, contrast predicted growth only million all house- 
holds. Given this fact, certainly significant know how expendi- 
tures respond educational achievement. Those products which re- 
spond have built-in plus regard future sales. 


Dear the hearts management, they look the future 
regard paper requirements, printing presses, etc., are these figures. 
Expenditures magazines rise sharply with educational attainment. 


This fact, one the most educationally responsive products 
measured. 


Another nonincome factor which extremely important the de- 
mand for many goods and services the stage the household the 


life cycle. important for the obvious reason that reflects 
high degree the needs the household. 


The LIFE Study separates households into five stages: The beginning 
stage the young single married household which not yet had 
children; the second stage where young children are present; the third 
stage the one which the children are their teens; the fourth 
when the children have moved away form their own households and 
there left older married couple; the fifth and last stage the 
household headed older single person. 


The market today, and the last decade, stage two, with al- 
most million households. Most fascinating the outlook for 1965. 
Based largely Census forecasts age distributions, are predict- 
ing, necessarily with large give and take, that this stage two will con- 
tinue large, but that may actually down around mil- 
lion households due the low birthrate the 1930’s. 

Stage three the one which will grow the fastest rate the 
youngsters today reach their teens. minimum, these teen-age 
households should rise 50%, from million today million 
1965. Since have aging population, the last two stages are also 
predicted rise, about one-fourth, from million million. 


important part the household appliance industry the last 
decade explained these figures, which show that, major appli- 
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ances, households with young children consistently outspent households 
with teen-aged children. This was true every income level. 


the immediate years ahead these younger households will continue 
number large the market, but sizable increases cannot expected 
much before the 1970’s, when the over million youngsters who have 
been born since the end the war begin form their own households. 


How different, however, are these data. Expenditure women’s 
and girls’ clothing has the exactly opposite pattern major appli- 
ances, with the teen-age household outspending the young-children house- 
hold substantial margin every income level. Here, certainly, would 
appear built-in growth factor for this industry. 


would now like introduce the third and final part talk: 
Inferences about future markets such techniques make forecasting 
appear more simple than is. The underlying reason why not sim- 
ple because many changes are going take place concurrently the 
composition our consuming population. this case women’s and 
girls’ clothing, example, the effects these other changes may 
positive negative, varying. degrees. The future households with 
teen-agers will not exact replicas the households with teen-agers 
today. For one thing, the average household head will somewhat 
more educated person, and here see the association between education 
and expenditures women’s and girls’ clothing. Holding income con- 
stant, see that more educated households outspent, this product 
group, the less educated househoids. Thus can say that this trend 
towards more education may tend the growth demand for 
women’s and girls’ clothing, previously inferred the basis growth 
households with teen-agers. 


Still another reinforcing element population trends may the 
shift have noted fron nonmetropolitan metropolitan areas, evi- 
denced these findings. The metropolitan household spent more than 
the nonmetropolitan household the same income this product category. 


However, when make closer examination what’s happening 
within metropolitan areas, see that makes big difference whether 
the household located inside the central city out the suburbs. 
The larger clothing spenders are households inside the central cities. 
Suburban households spend less than the city households the same 
income. The pattern holds for the lower, middle, and upper income 


groups. 


is, however, the suburban areas which are growing most rapidly. 
Between 1950 and 1956 the number households suburban areas in- 
creased twice rapidly households inside central cities. Therefore, 
see this trend indication negative factor the demand for 
women’s and girls’ clothing. goes against the positive currents that 
have observed the basis life cycle and increased education. 


This, then, illustration complexity forecasting from 
cross-sectional data such these. The danger simply that observ- 
ing only one two likely changes the characteristics the popula- 
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tion respect how these characteristics influence the demand for 
particular product and ignoring other changes that may also have ef- 
fects consumption patterns. 


The problem, essence, one concurrent joint changes that 
will take place over time, some which will have supporting and others 
opposing effects particular consumer markets. respect clothing 
might analyze likely changes even more characteristics, such 
changes family size and occupational structure. There little doubt, 
might add, that the positive factors regard clothing clearly out- 
weigh the negative. 


Recognizing this problem attempting measure the joint effects 
demand changes many characteristics our consuming population, 
you may interested know that LIFE working with the Wharton 
School the University Pennsylvania the realm more complex 
analyis. are providing the Wharton School with great deal infor- 
mation from our study, which they, turn, are programing for Univac. 


They will conduct multi-variate analysis the LIFE data 
attempt measure the influence many household charactistics the 
markets for variety product groups. More specifically, they will 
examining the net effects consumption variations household in- 
come, education and age the household head, family size, geographic and 
metropolitan location, and other factors. This type analysis will permit 
measurement the likely effects the demand for specific products 
given the demographer’s predictions changes these various house- 
hold characteristics. 


closing, would like say that consumer expenditure studies can 
offer those market research another, supplemental, means doing 
the hazardous but necessary job long-range market forecasting. Re- 
gardless the degree complexity the analysis, these studies offer 
independent technique with which compare estimates made more 
commonly used methods. personal opinion that consumer ex- 
penditure studies have not been fully used for these purposes they 
can be. The field market research has been embraced sociologists, 
psychologists, and, I’m told, anthropologists. seems high 
time for the statistical economist get into the act. 
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REASON ANALYSIS VERSUS MOTIVATION 
RESEARCH 
Fred Schreier* 


Why conduct motivation research? What motives prompt us? 
does not require too much effort find the Motivation re- 
search conducted give the best chance making people some- 
thing believe something that want them think. The di- 
rection remarks will evaluate the accomplishments motiva- 
tion research light its goals. What learn from motivation re- 
search that can use pragmatically? That means, making decisions 
and for guiding our actions. 


not going discuss the theoretical validity the findings 
motivation research; nor will critically look their techniques; nor 
come back the disussion nose-counting versus motivation 
For purpose this discussion, will simply assume that motivation 
studies are based proper sampling procedures and proper quantification 
and will take the matter from there. 


want make four points: 

While motivation research can explain the motives for actions, 
must beyond explanation and develop measurements which 
enable map future actions and decide among alternative courses 
action. Only then will motivation research have pragmatic 
operational value for making decisions. 


The proper method which motivation research should develop- 
the method tabular analysis, starting with fourfold tables; 
only measurements derived from them will provide with clues 
for action. 


Tabular analysis must expanded from the analysis fourfold 
tables tables higher order what called “multi-variate 
analysis.” the process this analysis, will discovered that 
many the relationships found are not linear. Insufficient atten- 
tion has been paid tabular analysis. great deal work has 
been done and important progress has been made sampling and 
interviewing methods, but analysis has been treated somewhat like 


The discovery motives can governed orderly method 
classification and rules procedures which guide the initial steps 
motivation study. not haphazard procedure based 
intuition. 


*Fred Schreier Director Research for Wood Company. 
Previous this assignment, taught the University Vienna and 
Brooklyn College. has also been associated with the Bureau Applied 
Social Research Cclumbia. Mr. Schreier received Ph. from the 
University Vienna. the author several books and articles. 
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MOTIVATION STUDIES 


Let first clarify the meaning the term “motivation research.” 
The most acceptable and accepted definition simply “why people act 
specific way.” The term motivation research used interchangeably 
with “why” research. There are, however, divisions opinion about the 
methods applied. Some researchers feel that answers “why” ques- 
tions can found direct questioning respondents, though may 
require probing and specific interviewing techniques. Others not be- 
lieve that the results such direct questioning are reliable; they want, 
therefore, apply indirect techniques. Within this group, again, there 
are different opinions; some believe that projective techniques are re- 
quired and within this subgroup there one school which largely relies 
semi- pseudo-psychoanalytical conceptions and techniques empha- 
sizing particularly the factors drives, impulses, and gratifications. 
agree with the group; not think that people can give valid reports 
why they acted. But the method which will suggest makes use 
statistical analysis and not projective techniques order arrive 
the measurements which are pragmatic value. 


What, then, are the results such studies and how can they used 
for predicting, controlling, and understanding behavior attitudes? 


The results any motivational study must presented what 
call “motive table.” motive table present the various motives 
for the specific behavior descending order the frequency with which 
they are mentioned found occur among the respondents our sam- 
ple. 


What motive? Any factor must considered motive for 
specific action individual the individual had not acted without it. 
can say, then, that the individual acted because it. The same fac- 
tor, such attitude, desire, belief, may motive for one person 
but not for another. Thus the terms motive and reason are somewhat 
ambiguous. Two people may have the same attitude, but this attitude 
operates motive for only one them. Two men may love the same 
girl, but only one them may motivated propose her. Love was 
motive for one, but not for the other. The motive list presents the fre- 
quency with which the specific factor operated motive, not the fre- 
quency with which the factor occurred. Many people may realize that 
spinach good for their health, but only some them eat it. the 
motive list, will find the frequency those people who eat because 
this information, not the frequency with which people know that spinach 
good for their health. 


obvious that practically all cases human behavior does not 
rest only one motive and that there are always multiplicity mo- 
tives operating. People drink not only quench their thirst, they drink 
for social reasons enjoy the taste beverage, and forth. 
People may drink specific brand beverage because they like the 
flavor, because they think that good for their health, because 
seems the brand most accepted socially. The motive table shows 
the proportion drinkers who are motivated each 
motives. 
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There are some studies motivation which neglect the multiplicity 
motives and give the impression that there only one unique mo- 
tive. There was, for example, study which claimed that was the 
fear post-mortem ridicule which prevented more people from 
But rather obvious that there must have been some other reasons, 
for example, price. 


But let now into closer discussion the motive list. Let 
take very simple motive list consisting only two motives and let 
select the famous, should say rather notorious, case prunes. What 
motivates people eat prunes? you probably remember, there 
was dispute about whether glamor helping digestion was the most 
important motive for eating prunes. Let assume now that have 
found the specific percentage the users prunes who use them be- 
cause they think that prunes help digestion and another, though smaller, 
proportion use prunes because they are glamorous. repeat, 
matter our context what way and what techniques these figures 
were obtained, and are assuming that they resulted from reliable 
sample. What use can made now this information? what way 
can this information guide our actions? large part motivation re- 
search aims the discovery copy themes and appeals advertising. 
This actually not the only use which findings from motivation 
studies can put, but let restrict the discussion this purpose 
motivation research. The conclusion usually drawn simple: the most 
effective copy appeal, the most potent theme, the one with the highest 
frequency the motive list. our case, then, would decide favor 
using digestion the copy appeal because was mentioned with 
higher frequency motive than the fact that prunes are glamorous. 


The absurdity this reasoning becomes immediately clear when 
consider extreme case. Suppose everyone realizes that prunes help 
digestion, everyone realizes that prunes have glamor. 
sense would make push these copy themes? would mean carry- 
ing coals Our potential lies only the group those who 
not already hold the attitude. These are the people whom want 
convince the hope educating them use our product. know the 
frequency this group, therefore, essential want come with 
measurement the possible effect strengthening specific motive. 
But not enough know the frequency the group those who 
not have the attitude; must also know the proportion users 
among those who hold and among those who not hold the attitude. 
Only find that among those who hold the attitude there greater 
proportion users than among those who not hold can say that 
this attitude has motivational power. the proportion users were the 
same both groups, those holding and those not holding the attitude, 
would obviously futile persuade people accept the attitude since 
this would not increase their chance using our product. Thus, must 
know all four groups, those who use and those who not use the pro- 
duct among those who hold the attitude and those who use and those who 
not use the product among those who not hold the attitude. 


280 


hal 
7 
> 


TABULAR ANALYSIS 


This means that have carry out full cross-tabulation and 
develop fourfold table. The technique fourfold tables not new. 
However, developing measurements motivational power 
tables requires new aspects and some new thinking, and 
new aspects that would like present you now. Let now look 
two hypothetical tables. 


Table 
not 
Use prunes TOTAL 
Think prunes help 
digestion 
not think prunes 
pos. 20% 70% 14% 
not 
Use prunes TOTAL 
Think prunes are 
glamorous 
not think prunes 
neg. 50% 80% 40% 
pos. 50% 20% 10% 


can see that the increase the proportion users among those 
who think that prunes are glamorous 50% (80% minus 30%), while 
among those who think that prunes help digestion the difference 
only 20% (60% minus 40%). Can now use this “motivational differ- 
ence” the criterion for deciding which the two appeals should 
used? Again, this will not because have consider how many 
people already hold the specific attitude. Our potential lies the sub- 
group which does not hold the attitude, and hope that converting 
these people the attitude, the proportion users will increase the 
level those who hold the attitude, that is, the motivational difference. 
must multiply, therefore, the motivational difference the proportion 
those not holding the attitude. may call this coefficient the “negative 
motivational index.” There are only 30% who not know that prunes help 
digestion and hope bring the proportion users among them 
20%; 20% times 30% gives the total, the negative motivational 
index for this attitude. contrast, only 20% think that prunes are glamor- 
ous; our potential, therefore, 80%, and, applying the motivational differ- 
ence 50% the 80%, obtain negative motivational index 40%. 
can now clearly and logically decide favor glamor the most 
promising copy theme. Thus, the rank order reversed; while the fre- 
quency mentioning finding motive was greater for help digestion 
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than for glamor, have found now that the motivational power glamor 
greater than help digestion. 


Thus, have taken care second point: the proper method 
for motivation research the method tabular analysis. would like 
call this method “reason analysis” and contrast motivation re- 
search the general sense. reason analysis mean, then, tabular 
analysis applied problems motivation. 


You may have asked yourselves, how can determine from table 
how many bought because they were motivated their belief that prunes 
are glamorous that they help digestion? remember not everyone 
who holds attitude buys because this attitude. must clarify 
the relationship between fourfold table and motive list. can deter- 
mine this group people who were motivated the following way. 
the attitude did not have any motivating power, the proportion 
buyers would the same among those holding among those not hold- 
ing the specific attitude; the left-hand table, would 40%. Only 
that proportion among those who hold the specific attitude which higher 
than among those who not hold the attitude was motivated the 
attitude. must, therefore, multiply the proportion who hold the atti- 
tude the motivational difference. our case, that means multiply 
20% 70% and arrive, then, figure which equivalent the per- 
centage the original motive table which discussed; 14% the total 
group were motivated the specific motive. Thus, have split the 
group those who hold the attitude and use prunes, the upper left cell 
the table, into those who use because the attitude and those who hold 
the attitude and use prunes, not because the attitude but for some 
other reason. 


would like discuss, the light these considerations, type 
study which conducted with increasing frequency, 
Image studies show the various attitudes, opinions, and beliefs held the 
consumers toward specific industry, company, product, service. But 
such studies cannot any means classified motivation research be- 
cause they only present the frequency distribution these attitudes; 
they not show their motivational power and, therefore, cannot guide 
action. cannot determine whether specific percentage figure for 
given attitude good bad, whether should try spread the 
specific attitude shrink it. This can very easily seen from the 
results questions such “What type people, your opinion, use 
this product brand?” where frequently list occupations given 
the respondent. Suppose, now, find certain proportion associa- 
tions with lawyers, businessmen, housewives, truck drivers, and forth. 
Does this indicate anything about the motivational power this belief? 
Obviously not. find high association with high-class people 
could argued that these attitudes motivate low-class people who want 
imitate the habits higher class people. This theory, however, not 
proven any means. the contrary, some modern studies have shown 
that influences not filter down vertically, but spread horizontally, 
other words, there are leaders within the specific strata occupations. 
the other hand, could argued that image brand used 
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truck drivers favorable because there will identification workers 
with this type. and, therefore, they will use it. Again the theory un- 
proven. decision all these problems can made only the basis 
establishing motivational differences and indices and being guided 
their results. For each the items which the image composed, 
must determine the negative motivational index, and the item with the 
greatest index has the greatest promotional value. How else could de- 
cide whether the image product should masculine feminine, the 


MULTI-VARIATE ANALYSIS 

said the beginning that the analysis fourfold table only 
the first step type analysis and that must expand tables 
higher order explore the relationship among the various motives. 
this point, really cannot more than throw out few hints and 
think may take the liberty referring you book, Human 
Motivations—Probability and Meaning, published recently the Free 
Press Chicago, which these ideas are elaborated. 


Here eightfold table showing the effect the combination 
reasons taken from public relations study. 
Table 
THINK COMPANY “A” HELPS CUSTOMERS MOST 
General attitude 
toward Company “A” 


Most Not most 
favorable favorable TOTAL 


Think Company “A” good 
place work 100 
not think Company “A” 
good place work 100 


NOT THINK COMPANY “A” HELPS CUSTOMERS MOST 


General attitude 
toward Company “A” 


Most Not most 
favorable favorable TOTAL 
Think Company “A” good 
place work 100 
not think Company “A” 
good place work 100 


The table consists two partial tables. the upper table, see 
the subgroup those who feel that Company “A” helps its customers 
most all the industry; the lower table, the subgroup those who 
not hold this belief. each table, see the proportion those who 
held the most favorable opinion the industry toward Company “A” 
among those who and those who think that Company “A” 
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good place work. find the upper table that the proportion 
those who have the most favorable attitude toward Company 
creases from 69% 79% these people come believe that Company 
“A” also good place work. the lower table, find much 
larger increase—39%, that is, from 24% 63%, result such con- 
version. other words, convince people the belief that Company 
“A” good place work increases favorable attitude far more among 
those who the beginning not have good opinion about the com- 
pany either point than among those who already were convinced that 
Company “A” helps its customers most. This difference the effects 
what call “jointness.” Jointness simply means that the increase the 
effect varies according the level the side factors (this way 
speaking follows recognized terminology). 


Important conclusions can derived from this type analysis. 
Consider, for example, the problems the allocation advertising 
appropriations different media. Should use only one medium, 
there some combination media? Only this multi-variate type 
analysis can solve problems this type. 


But, you may say, may true that have measure the mo- 
tivational power each reason the negative motivational index the 
basis tabular analysis. But how obtain the list reasons, the 
attitudes, beliefs, and desires measured? There seems agree- 
ment among motivation researchers that these motives will revealed 
from series informal interviews. This phase motivation research 
described usually very peculiar process almost intuitive detec- 


tive work. interview for long time; probe and let the respon- 
dent talk and use projective techniques until finally, somehow, the res- 
pondent caught unaware and lets out, unguided moment, some 
remarks about his true and genuine motives and pounce this. But 
actually the list motives that derived this way 
entirely new and startling. When look the results studies com- 
piled the Hidden Persuaders other similar publications and compare 
them with the list motives texts psychology, find considerable 
similarity. quote one example: 


“The desire women purchase appliances for the home mo- 
tivated the following considerations, the particular combination 
which varies for each woman according her living conditions, 
homemaking habits and personality. (1) Ownership socially 
gratifying; may way improve her social status; may 
indication her present status; may mark the be- 
ginning new phase her family life, like moving into new 
home. (2) Ownership the appliance may make life seem easier 
for her. (3) She can use the new appliance show her creative 
abilities using the appliance imaginative 
But these motives are way restricted the purchases ap- 
pliances; they occur for any purchases and for many actions other than 


Horsely Smith, Motivation Research Advertising and Marketing 
(New York, McGraw-Hill Book Company, 1954), 224. 
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purchases. The desire for status, the wish creative, the attempts 
simplify hard tasks are very general motives and certainly not 
necessary depth interviews arrive such findings. give an- 
other example: the reasons why people smoke—it said they smoke 
relieve tension, express sociability, reward for effort, 
aid poise, aid anticipating stress, proof daring, proof 
conformity, because accustomed ritual, and on. Again, 
these motives can looked any psychology textbook. 


seems that systematic analysis the preliminary stage 
study will greatly help discovering motives reasons. large 
part present motivation research influenced the method free 
associations which was developed Germany the second half the 
nineteenth century and from which Freud took over for psychoanal- 
ysis. But psychoanalysis are interested the total personality 
and can afford, therefore, let the respondent continually follow his 
free associations completely uncontrolled and uninfluenced way. 
However, our purpose not meet the needs and stresses person- 
ality and don’t have the time for such procedure. What want 
something far more restricted. want the attitudes influencing the 
specific action. can use the existing psychological classifications 
clues and must throw out clues respondents order keep them 
the subject which are interested and cover the subject thor- 
oughly. These classifications serve develop interview guide 
scheme with which approach the respondent. This guide will both 
guarantee that have not overlooked some aspect the problem and, 
the other hand, will prompt the tell about each 
them. There are available models such motivational schemes. indi- 
cating general categories which are necessary elements. every deci- 
sion, for example, must consider needs, beliefs, expectations, values, 
and inhibitions which influence the different decisions. decision 
buy specific product rests the belief that the product can satisfy 
certain need and must know which needs, but classifications needs 
are readily available. There are about the way and occasion when 
the product used. Again classifications are easily available. There 
must the belief that the gratification can brought about only 
this product better than other products, and must determine 
the relationship this respect competitive products considered. There 
are expectations pleasant unpleasant side effects and aftereffects. 
There are fears for health social status, and forth, and there are 
social taboos for which can get classifications from the existing sys- 
tems psychology and sociology. 


The development preliminary motive list, therefore, requires sys- 
tematic analysis which the general classifications and models psy- 
chology are applied the specific action which want study. 


If, for example, want study why people save, can guided 
developing list categories even before approach the first re- 
spondent. What kind situations influence whether not what 
extent they save—present income, present means; what the expectations 
are for the future—whether they expect their income increase de- 
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crease; what gratifications people derive from saving—whether makes 
them happy they feel that they have fulfilled their social obligation 
their kin; what fears there are and what purposes there are for 
ing; what incidents their life history may have something with 
their savings habits. systematic analysis preceding any interview, 
can develop very large part the reason list. This is, you please, 
armchair strategy, but will cut down the preliminary work reason 
analysis. 


Let conclude emphasizing again that after the development 
the categories, the measurement the motivational power 
categories the methods tabular analysis necessity; the develop- 
ment research toward reason analysis will tremendously 
enhance the pragmatic value motivation research giving proper 
and reliable clues for policy decisions. 


© 


HOW THE SOCIOLOGIST CAN HELP THE 
MARKETING PRACTITIONER 
Joseph Bacheider* 
Industrial Advertising Research Institute 


usually wise start discussion such the one assigned me, 
contributions sociology marketing, with definition set ground 
rules. But this case necessary unwise and avoid definition 
sociology. part, this due the fact that sociology somehow defies 
definition, being the youngest the standard brands “ologies,” although 
there are many come-and-go newer off-brands “ologies”. 


Perhaps another reason for this difficulty definition that sociology 
does not have set unified principles, consensus concepts related 
behavior, tested formulas for action. Instead offers what perhaps 
more exciting—sets ideas, concepts, and insights, which are challenge 
thinking and require considerable thought application. This was best 
stated Russell Gordon Smith his Fugitive Papers published the 1920’s: 


“When took oral examination for that Teutonic atavism called 
the Ph.D., had acquired laryngeal dexterity with the fifty-seven sys- 
tems sociology and the hundred and fifty-seven theories society 
then vogue. could drool glibly about what Spencer and Comte and 
Giddings and Ward and Durkheim and Tarde and Greef and Who’s- 
thought they thought about collective behavior. wisdom re- 
joiced and was exceedingly glad—for while. Then stepped out, 
speak, quest this thing was supposed understand—this thing 
named human life, human society. got with the organized uplifters 
and monkeyed around the slums. consorted with doctors and nurses, 
and saw life, with bleeding lips and tired eyes, sitting the clinics and 
hospitals and madhouses. discovered delight that old friend 
had become judge the juvenile and domestic-relations court large 
southern city, and spent hours his right hand watching human 
wreckage drift nauseous stream. 


“And then came with shock that human society, de- 
scribed the classical sociologists, was Platonic idea, conceptual 
idealization, having about much correspondence the fire and 
sparkle, the dirt and tears and blood real life, Kant’s ‘Ding 
sich’ has pregnant skunk. Nothing prosaic army career tended 
refute that belated conclusion. 


“We are trying not deal with the problems that can analyzed 
with the precision and finality geometrical theorems, for these, 
seems me, are the trivial problems. easy master Morgan’s 


Bachelder Director the Industrial Advertising Research 
Institute. has been the faculty the University New Hampshire, 
State College Washington, and the University Illinois. Until his 
present assignment, was Director Experimental Television and Moti- 
vational Research with Gallup and Robinson, Inc. Mr. Bachelder holds 
degree from Westminister College and Ph. from Yale. 
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theory the evolution the family and give back verbatim 
examination. But think straight about the family observable 
reality shaping personality—that’s different. You cannot memorize the 
latter; you must think about it.” 


But what that the sociologist thinks about, what problems interest 
scientists, which sociologists are one breed cats, have 
sometimes been condemmed cousins the blind men who described the 
elephant. are all concerned with “Man” but “see” him different lights, 
social being. The latter the focus attention the sociologist. Again, 
would like quote Russell Gordon Smith. And would like remind you 
that was writing the 1920’s: 


“Not many years ago you came into the world polymorphous- 
perverse little ape with billion years biological evolution precipi- 
tated, speak, your dimpled organism. You came naked, without 
shame, without language, food habits, manual dexterity; without 
artistic appreciation, scientific standards, moral ideas, religious faith; 
without respect for law and order and with discernible admiration 
for Mr. Herbert Hoover. You came with higher desires than 
have your capacious belly filled with milk and your and visceral 
itches scratched loving hands. 


“Now you are sophisticated and supercilious juniors and seniors 
Columbia College, weary young intellectuals decadent era, mur- 
muring over this, that, and the other your daily routine, ‘What 
beastly You are clothed the choicest fabrics and adorned with 
the totemic symbols your respective fraternities. You speak and 
write the English language—fairly well; and you know better than 
eat pie with knife, least public. Some you think you know 
what Vinci tried convey the smile Mona Lisa. Your desires 
have multipled; have your doubts and fears. You still have somatic 
and visceral itches, but your scratching technique has, trust, become 
much more complicated and effective. Think yourself bawling 
and puking brat with your nose and bladder perennial flux, and then 
look yourself now. ‘Mirabile visu!’ Isn’t Nature wonderful? How 
did you get this way? That’s the first question shall try answer.” 


Sociologists have come with various ideas and concepts. However, 
not going attempt reduce the whole field sociology few 
cure-alls for marketing. Instead, going discuss few 
concepts and ideas which sociologists might say have been misapplied 
only partially applied marketing. pointing out what feel are incom- 
plete erroneous misapplication ideas, might using type in- 
verse psychology indicating what the sociologist might contribute. 


the time allotted going discuss motives and motivation, social 
classes and groups, social stereotypes, and that old bugaboo attempting 
quantify the qualitative where statistics can’t help. discussing 
motivation, not going get out the big club and beat dead horse. 
would silly this because sociologists have been talking about 
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motives for long, long time. However, instead talking about motiva- 
tion, they have talked about individual and social needs. 


SOCIAL NEEDS 

Coming into the world “polymorphous perverse little ape,” each 
specimen homo sapiens strives fulfill certain needs. Some these 
needs are highly individualistic and unique him alone and other needs 
are “social.” The social needs are those which society must meet 
survive and also those needs which are imparted the individual mem- 
ber society. Out this mixture biological organism, unique individual 
experience, and great inheritance cultural and social behavior comes 
human personality making decisions, some which are interest the 
marketer. 


Some these social needs are obvious, general, and have been with 
for long, long time. The ways which these needs are met any one 
given time place change society develops new devices satisfy the 
needs. 


William Graham Sumner suggested four social needs after long look 
rather stupendous amount data concerning primitive society. 
called these needs “hunger, love, vanity, and fear.” hunger meant 
the need protect the body physiological organism. love meant 
both the physiological and psychological aspects sex. vanity meant 
the need live groups and adopt and use symbols group member- 
ship. Without these symbols the individual rejected groups and 
not live alone, fear, Sumner meant that man needs have explanations 
for those things which worry him about which curious. Around 
these needs, Sumner felt, were built the institutions society. For example, 
the economic institution related the hunger need; the family related 
the love need; groups and classes are related the vanity need; and the 
religious institution related the fear need. 


Thomas suggested that there were four wishes needs. 
cailed these security, response, recognition, and new experience. him 
security meant the satisfaction physiological drives. Response meant that 
individuals wanted someone “know all about but spite that 
still like us!” recognition meant recognition for our accomplishments 
group membership. And new experience implied that since cul- 
tural system had ever satisfied our needs perfectly were constantly look- 
ing for new experiences. 


Now the application all these ideas requires study and thought the 
individual. But the sociologist would say that the search for motives purely 
along the individual experience few people only being half-armed. 
full study social needs and changing social needs also necessary. 


For example, few years ago there were some famous 
prunes. examining individual motives various ideas were found out 
what people thought about prunes. Following this research and its applica- 
tion advertising there was slight increase the sale prunes. 
Whether this was due the research the fact that the advertising budget 
was doubled moot point. But ever since that slight bulge the sale 
prunes has continued decline this country. The sociologist might have 
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said this point that prunes per had lot competition satisfying 
food needs and awful lot competition the drug industry terms 
health needs. certain extent motivation research purely individual 
level would have little effect returning high button shoes the fashion 

Needs change and their relative importance varies from time time, 
Some you are probably familiar with the idea that there guilt com- 
plex connected with women using food mixes, etc., because they feel that that 
easy way out fulfilling the “need” being cook and housewife. 
The sociologist might say studying changes the family and the needs 
the family today that the thing get rid that guilt complex, 
does exist, show the mother and women the kitchen that there are 
other needs they must fulfill today. With many women expected 
mothers, wives, sweethearts, pals, career women, P.T.A. presidents, and 
active the garden club, quick meals become necessity for them fill 
these other needs. fact, good advertising theme might develop guilt 
complex she does not use these mixes, since then she taking time away 
from all these other activities she expected fulfill. The jackpot would 
she became guilty taking the time bake cake, even she knew 
that guests were coming. any rate, the sociologist prefers talk about 
individual and social needs rather than about motivations. 


TYPES AND STEREOTYPES 


There another concept that has been used, least its use can 
witnessed marketing, and that the concept the “stereotype.” The 
original idea was that people were different types and that you could 
predict their behavior the basis the type they were. Thus, have 
the the banker, the housewife, the schoolteacher, the juvenile 
delinquent, and the man the grey flannel suit. Now this concept, which 
was brilliant its using the word “stereotype” instead the 
word “social role,” has certain extent been misapplied and misconstrued. 
The original thinking this was that tend stereotype others while 
ourselves remain unstereotyped. That is, tend think bankers 
bankers, not that bankers are bankers. also true that people “tend” 
act part certain features social roles, but only part and not con- 
pletely. What trying say that people vary much within stereo- 
types they between stereotypes. 


However, the sociologist can permitted raise his eyebrows such 
unrealistic stereotypes “the American There just isn’t any 
such thing existence. sociologist, would say that one the great- 
est weaknesses advertising the fact that aims its messages 
stereotype. The advertiser thinks all housewives being very much the 
same. Obviously, common sense and observation will tell you that there are 
hundreds different types women who happen housewives. 


example what mean, conducted small study one time 
concerning why people like use instant coffee. The results showed that 
there were many different reasons why people used instant coffee. But 
apparently some advertisers the theory that people like have stars 
floating around the top their coffee cup. Another study with 
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familiar, concerning floor covering, found that appeals that worked for 
some people were definitely negative when applied others. 


This use the stereotype concept, feel, has drawn most the 
criticism advertising, the criticism the advertisers’ thinking the 
average person submoron with only high school degree. Advertisers’ 
sticking only one appeal criticized great number people. 

There are social roles that people attempt play from time time. 
But what the role housewife one woman not the role the 
housewife another. What the role successful businessman one 
man definitely not that another. 


CONCEPT VARIABILITY 


The stereotype concept conflict with what the sociologist would 
say concept, that complete variability. the concept 
variability mean that, while there may describable social norms, 
roles, even stereotypes, there great variability around these norms and 
roles. There such thing teen-ager, there such thing 
juvenile delinquent, there such thing advertising man. What 
there great variability among teen-agers, there are many types 
juvenile delinquents, and perhaps the advertising man and marketing man 
resist more than anyone else being “stereotyped”. The fallacy here as- 
suming that everyone who accepts symbol certain group symbols 
certain types behavior actually accepts all meanings those symbols. 

recall fascinating course graduate school with Edward Sapir 
which spent month more analyzing the individual and social rea- 
for smoking. When had finished the discussion, certainly had 
Sears, Roebuck catalog various possible reasons. And with other ex- 
amples intellectual brainstorming, was quite exciting and our intellec- 
tual superiority this area gave quite ego boost. However, when 
got through, didn’t know whether any the possible reasons really 
worked their relative importance smoking. But least would 
not make the mistake saying there are only one two reasons for smok- 
ing saying that smokers differ from nonsmokers. Because just the 
basis the possible reason for smoking, could see that there was 
such thing “class” smokers. 


MISCONCEPTIONS 


using the word the last sentence, let move into dis- 
cussion the misconceptions about classes and groups. would like say 
that one the obvious misconceptions that 98% the people belong 
the middle class and the other belong superior class which observes 
the middle class. you think fooling this, could refer you 
published report that indicated that over 90% the people this country 
belong the middle class. 


Sociologists would say that, just with individual variability around 
norms, there are many varieties classes, variable classes and in-groups 
and out-groups. this country classes are both horizontal and vertical. 
There are ethnic classes, occupational classes, religious classes, economic 
classes, and many classes you might like cut the cheese. 
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Another fallacy the use the class concept have observed 
considering somewhat static device: that is, that people are 
class and want remain there will remain there. the sociologist one 
the outstanding features the culture this country the fluidity 
its classes. move from one class another, even while maintain- 
ing the in-group and out-group concept. That is, people want move 
class and they want keep others from moving into the class which 
they are temporarily resident. 

think can say with hardly any reservation that any analysis based 
concept “great American middle class” going come cropper 
far application concerned. Such analysis may very rewarding 
literary way and provide for much dinner lunch table conversation. 
also will provide many chuckles from those who have left the middle class 
think they don’t belong middle class. But any such discussion will 
only making the basic fallacy comparing apples and oranges. 

This does not mean that there are not classes any one time. There 
are, and they can described. But know cases where marketers have 
made grievous errors overlooking the principle that people resent those 
classes that they consider beneath them well those that they 
consider above them. Perhaps resent too strong word, but least 
they don’t want associated with those they consider beneath 
them and they sort resent those the class above them for having those 
things which they want have themselves sometime. 

interesting case this marketing concerns food stuff which 
produced Europe. The first ideas marketing this were play the 
exotic European background. bit research showed that this was bad 
because people already thought this food stuff being something pecul- 
iar because was European and particularly popular food stuff among 
low-income Europeans. The next step was upgrade this product. This 
apparently was except that was upgraded too far. The adver- 
tising put the class caviar and champagne. Therefore, except when 
they wanted “put the dog”, the mass the market stayed completely 
away from the product. 

far social classes are concerned, the sociologist would say there 
are variety classes this country. would also say that membership 
class fluid and that association with different classes can have 
negative response well positive. And finally, people move slowly 
through classes. People not, apparently, want escape the security 
their present class too fast without being sure that they’re secure another. 
may that all middle-aged, bald-headed men want red convertibles 
symbols their status. The fact that most middle-aged, bald-headed men 
drive conservative cars. 


QUANTITATIVE VS. QUALITATIVE 


And finally, few comments the limitations trying unscrew 
the inscrutable overquantify the qualitative. not going be- 
labor statistics. One the hats wear that statistician. Admittedly, 
only battered old hat private rank and not that general. 
have drawn quota samples the old days, probability samples various 
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theoretical types more contemporary days, and most frequently have ac- 
complished improbable sampling. not against good sample 
necessary. all for good, sound sample that gets the second lieu- 
tenants off back, What talking about running imperfect data 
the fourth decimal. 


Let take old standby, chi-square. have played around with 
and have been overjoyed find that male-female analysis more fe- 
males than you would expect the laws probability were the right 
chi-square cell and fewer males than you would expect probability were 
their appropriate cells. But then, what? Was this female related 
characteristic Absolutely not. What about all the females who were the 
cell they weren’t supposed the chi-square analysis? Were they 
less female than the 


Most statistical analysis have seen ends pointing out that there 
some factor that still need discover, which what started out 
with anyway. not decrying sampling statistical analysis. ac- 
curate census-taking and box-score keeping. provides for some testing 
hypotheses. But can test only those hypotheses that are quantitative. 
And the sociologist says many times that the important predictive factors 
social change are qualitative. other words, before there can any 
statistical analysis controls there must great deal expcrimenta- 
tion concerning whether not the questions are meaningful. 


So, summary, what that sociology has say? Largely 
word caution. warns against oversimplifying complex individual and 
social matter when attempting have people make decisions buy your 
product. says that there are social needs well individual needs 
met any situation. says remember that there are vast varieties 
people and not few stereotypes. And finally, says not put your 
faith numbers, but quality. 


there solution this quandary that the sociologist says that life 
just isn’t simple the marketers try think is? The answer that 
“Yes”. try and find the “why’s man’s behavior” complex and 
laborious But the testing whether not certain things market- 
ing and advertising will influence decisions much more simple process. 
What are laboring under this sudden and recent infiltration pseudo- 
social science into the marketing area belief that can base cam- 
paign what looked why’s behavior. When the marketer stops 
looking into Freud’s navel and expecting social scientist give him 
easy way out, will much safer ground. What should expect the 
social scientist merely give him ideas which can test given 
situations see whether they work not. And from this sociologist’s 
point view, great lack contemporary marketing adequate testing 
ideas before putting them into practice. 
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HOW THE PSYCHOLOGIST CAN HELP THE 
MARKETING PRACTITIONER 
Jack William Dunlap* 


Dunlap and Associates, Inc. 


sure all you are familiar with the role psychology has played 
the field marketing during the past years. Further, suspect that 
there are those among you who are familiar with the current applications 
psychology marketing that you are wondering can tell you any- 
thing new. matter fact, cannot. 


shall not rehash such psychological tools and techniques motivation 
research, subliminal perception, product acceptance studies, sampling tech- 
niques, before such sophisticated and qualified group Rather, 
should like explore with you the possible contribution marketing 
another facet psychology. 


Psychology like many other fields, such medicine, engineering, 
law, and physics, now field many specialists. Among the many spec- 
ialized areas psychology the field most commonly known “human 
engineering.” Perhaps the terms “engineering psychology” “human fac- 
tors” are more appropriate more descriptive. am, you like, en- 
gineering psychologist. interest lies problems concerning the rela- 
tionships people machines systems machines. 


this point definition engineering psychology order. The 
field may broadly defined follows: 


The study all factors affecting the interrelations man- 
machine complex, including the design the machine(s), the re- 
quired environmental operating conditions and how they affect the 
psycho-physiological capacities and limitations the operator(s). 


other words, attempt design equipment that compatible with 
the capability human operators. Before leave the subject defini- 
tions, also want clarify usage the terms machine equipment, 
which have used here synonymously. machine piece equipment 
supersonic aircraft missile system. 

One might suspect from the definition the field that psychologists 
are not the only ones interested involved the work. matter 
fact, nearly every one the physical and social sciences has something 
contribute the advance knowledge engineering psychology. might 
add, however, that psychology provides the common meeting ground for 
these other disciplines and large measure supplies the methodologies 
and measuring techniques for attacking problems. 


*Jack William Dunlap Senior Research Associate Dunlap and As- 
sociates, Inc. From 1950 1952, was Research Associate with Harvard 
University’s School Public Health. Mr. Dunlap received his and 
from Kansas State College and his Ph. from Purdue. 
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Now let look sample the kinds problems that the en- 
gineering psyhologist can attack and see, least opinion, how 
this form psychology can useful the marketing man. might say 
that the examples have chosen for this morning are not random sample 
work this field but have been carefully selected for their broad cover- 
age from simple complex problems and for their coverage items that 
might classed consumer items heavy industrial equipment. 


WALKING DRAGLINE 


walking dragline piece equipment used extensively strip- 
mining operations. give you idea its size, approximately 
feet the top the frame above the cab. The boom over 260 feet long 
and the bucket holds cubic yards; you can drive your car into the bucket. 


Equipment like this costs great deal money ($1.5 million), yet 
only one man controls this piece equipment. During operations the op- 
erator must strip away the unwanted top soil, called overburden, and then 
scoop the ore matrix and dump into sump near the edge the 
cut; from there the matrix pumped plant for processing. The 
characteristics the overburden and matrix are such that the operator 
can see difference color between them. Thus, important that 
know the position his bucket all times lest should throw away 
matrix with overburden vice versa. Here then the most critical single 
man the entire operation. Surely one would expect that would 
provided with the best control system and information sources available. 
This was not the case, The company involved saw this problem and engaged 
team human engineers tackle the problem redesign. 


When the engineering psychologists saw the cab, they noted that the 
operator was required use both his hands and his feet. The control mo- 
tions were awkward and fatiguing, causing the operator overcontrol the 
equipment and dig slower rate than necessary. The operator’s chair 
was uncomfortable and was placed that was exposed the elements. 
Also, the boom obstructed the operator’s visibility. fact, this restricted 
visibility caused many minor accidents, such pulling the drag chains into 
the fairleads, which resulted costly delays. 


The approach this design problem was largely one common sense, 
The position the cab was changed provide better visibility, thus re- 
ducing the accident problem. The new cab weather tight, air conditioned, 
has windshield wipers, and sound proofed. new and comfortable seat 
permits the operator either sit stand during operations pleases. 
The old foot controls were replaced two stick controls which provide the 
same control over the equipment before. Further, reduce operator 
fatigue, the stick controls require only minimum effort operate. 
You might say, they have power assists. The operator was also provided 
with communications which permit him speak several helpers the 
vicinity and also directly the mining superintendent the office. Finally, 
the operator was provided with the informational displays necessary for him 
know the status the equipment and the location the bucket all 
times. 
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TYPEWRITER 

Now, since draglines are usually sold lots one, let’s turn our atten- 
tion item that more reasonably priced and more common our 
everyday experience, typewriters. 


recent years there has been good deal research manufacturers 
aimed developing machines that are better both engineeringwise and cus- 
tomer acceptancewise. Some these studies are initiated engineering 
departments, but good deal the work being pushed the sales and 
marketing groups. The main interest the engineering departments has 
been develop machines that are reliable trouble-free, make less noise, 
and are, typists say, “tight”. course, the engineers believe that these 
items are related customer acceptance. The sales people have also at- 
tacked the problem customer acceptance, but along the following lines: 
styling, type styles, color schemes, and various automatic accessory gad- 
gets. Although all these studies have been aimed customer acceptance, 
one has attempted relate them other variables typist perfor- 
mance. 


This where the psychologist engineering psychologist comes into 
the picture. employing sound experimental techniques, the psychologist 
can determine the relationship various machine design characteristics, 
typist performance and acceptance. preliminary studies have 
indicated postive relationship between performance and typist acceptance. 
These studies have also indicated that least some machine charateristics 
are related typist performance. What sort machine characteristics 
talking about? They could any the following: configuration the 
keyboard, keyboard arrangement, key design touch 
characteristics the keys; there are many others which could mentioned. 


One word caution: Laboratory and field studies like these are not 
conceived five minutes and cannot done quickly cheaply. Further, 
useful results cannot guaranteed anyone, but when they are obtained 
they will sound, proven, and highly valuable the manufacturer well 
the marketing man. 


AIRPLANE COCKPIT 


Let consider the cockpit typical commercial airliner. 
more complex than the cockpits the aircraft that brought many 
Boston. There are over 1100 displays and controls such cockpit. The 
task facing the pilot take each bit information displayed before 
him and integrate such way that will know what the aircraft 
doing the moment. the status such that something must done 
change it, the pilot must then operate the proper controls until his dis- 
plays tell him that again flying according plan. 
behavior was fine years ago. But now the speeds aircraft increase, 
the number displays and controls which the pilot must attend. 
This, course, places great burden the pilot since now has less and 
less time which obtain information, integrate it, and then act. 


Obviously, from what I’ve just said, are approaching point where 
aircraft instrumentation will complex hazardous. have 
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problem. Let quickly restate, from the point view the engineer- 
ing psychologist, this problem. 


There are more displays and controls than one two people can 
use effectively. 

controls and displays. 

There lack integration information the display; that is, 
bits information must organized and evaluated before they 
can used. 


The key the solution the problem lies the third part, integration 
information. This where the engineering psychologist comes in, for who 
more qualified than the psychologist when discussing how man perceives 
and organizes stimuli from his environment. 


Several approaches are being employed solve this problem; however, 
only going describe one that appears have face validity and then 
only briefly. The first step was choose performance criteria. was 
decided that the system should permit man perform least well 
during contact flight. The next job was determine the physical and 
psychological cues that were important pilots. most the cues 
were visual, was determined that the integrated display system should 
“contact analog,” that is, similar contact flight. accomplish this, the 
pilot will provided with two basic displays. One display will consist 
thin, flat, and transparent tube which will oriented vertically front 
him where the wind screen located. The following flight data are dis- 
played the tube: altitude, attitude, heading, flight path, and speed. These 
data are obtained synthetically generating the screen and 
horizon similar reality. Other information also made available the 
screen, some which digital form. The second display consists 
horizontally oriented screen which provides navigational data. That is, 
aircraft symbol moves over the map showing the aircraft’s current po- 
sition, heading, fuel remaining, and rate fuel consumption. 


This and other systems integrated displays are not just dreams; they 
are realistic. Work progressing all them and this system has al- 
ready been test flown. 


TRICYCLE 


We’ve been talking about some the more complicated kinds work 
done engineering psychologists, change the pace and discuss some- 
thing more simple the line transportation, tricycle. sure 
were all operators one time should experts operator problems. 


Let just take the problem increasing the stability tricycle. 
Here are few the more obvious ways improve the design. 


First, place limit stops the front wheel prevent from being 
turned through 360°. This freedom movement particularly dangerous 
roads that have crowns are bumpy. The stops should located 
45° and 335°, allowing 90° are free movement. Interestingly enough, 
this placement stops still permits the smallest possible turning radius 
without having the handle bars hit the rider. 
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Second, redesign the seat provide shallow, fitted back support 
integral part. This support should inches high and sloped 
prevent any sharp edges from cutting into the rider’s sides. The rationale 
for this suggestion follows: move the pedals child must push 
down and forward, thus pushing himself upwards and backwards. now 
counteracts this action leaning forward and gripping very hard the 
handle bars. This moves the center gravity forward instead over 
the rear wheels where more stability would result. Providing back sup- 
port allows the counterthrust borne (the support acts 
thrust bearing). low center gravity near the rear the tricycle and 
added stability are the result. 


Finally, redesign the frame that similar that girl’s 
bicycle, thus permitting child mount from the side. present, children 
mount tricycles from the rear because they are unable lift their legs over 
the high bar the center. Further, with the back support the seat, 
children may unable mount from the rear. Lowering the center bar 
also permits the child slip off quickly. The advantage this side mount- 
ing that permits continuous control the vehicle while the child 
seating himself. present, with rear mounting, the child loses contact 
with the ground, and thus support, while climbing on. This often results 
premature starting slopes and sometimes produces backward spill. 


Obviously, there are other design changes that could suggested, in- 
cluding those related growth children and the anthropology involved. 
need not dwell further tricycles only wanted illustrate that 
simple items can also benefit from engineering psychology. 


Now, how can engineering psychology help the marketing practitioner? 
Engineering psychology produces equipment which easy and safe oper- 
ate; relatively free error-producing characteristics (that is, 
reliable) and often has greater producing capability than similar equip- 
ment where human factors were not considered. This should excellent 
ammunition for the marketing man when selling his product either ad- 
vertising face-to-face contact. can sure that all aspects design 
have been considered and that there will minimum customer com- 
plaints. The marketing man can also influence design pointing out 
the designers problem areas involving engineering psychology that need 
studying. Thus, can indeed insure the quality his 
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HOW THE ANTHROPOLOGIST CAN HELP THE 
MARKETING PRACTITIONER 


Richard Sheldon* 


McCann-Erickson, Inc. 


first blush may seem strange find anthropology, which sounds 
like very esoteric subject many people, represented meeting de- 
voted marketing, which sounds like very practical subject. Both are 
concerned very much with the same thing, although they travel quite 
different routes get it. Anthropologists are concerned, number 
different ways, with the nature human beings and their behavior. You 
marketing specialists are concerned with selling goods people, and 
when people buy they are certainly behaving. The decision buy involves, 
fact, many interrelated factors and very complicated bit human 
behavior. new term, behavioral science, has become current ex- 
press the gathering and utilization knowledge about human behavior, 
and, while you may not think yourselves behavioral scientists, you are, 
most you are, and are most anthropologists. time got 
know each other little better. 


will begin introducing the anthropologist. There are several differ- 
ent kinds anthropologists. The best way explaining what does 
tell something about how his science developed and how one step led 
another. 

THE DEVELOPMENT ANTHROPOLOGY 


Anthropology has been called, and with justification, science devoted 
queer customs, potsherds, and skulls. What does this peculiar conglom- 
eration have offer the businessman? People who have some famil- 
iarity with the answer this question often have another question 
along with it: How does anthropology its practical applications differ 
from sociology and psychology? The applied anthropologist seems 
devoting himself the same problems that concern the applied sociologist 
and psychologist, and the solutions these problems often bear marked 
similarity. 

The brief answer here that all the social sciences are concerned with 
one central problem, how better understand human behavior, and their 
methods and findings must necessity related. Furthermore, they 
borrow procedures and knowledge from one another, just physics and 
chemistry, biology and physiology, engineering and laboratory science, and 
other related disciplines do. But each these sciences approaches its pro- 
blems from somewhat different viewpoints, and each the different ap- 
proaches has valid contribution make. would mistake empha- 


*Richard Sheldon Associate Research Director 
Previous this assignment, was Executive Associate the Be- 
havorial Sciences Program the Ford Foundation and Vice President 
International Research Associates, Inc. Mr. Sheldon has from 
Harvard. author numerous publications pertaining applied 
anthropology. 
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sis, therefore, concern oneself simply with the differences between these 
sciences such. The more fruitful approach ask how each science 
contributes synthesis knowledge related the solution common 
problems. The synthesis and the solution then belong all workers the 
common field, and these workers exhibit certain family similarities 
much the better. 

This principle has achieved increasing recognition the social sciences 
recent years. Anthropologists, sociologists, and psychologists are more 
and more required know and use what each other doing. Here 
Harvard, for example, most them are trained and work together one 
academic department. 


Scientific anthropology dates from the 19th century and important 
extent from two related developments that time, the discovery fossil 
men and apemen and Darwin’s proposal the theory evolution. New 
vistas were opened the history mankind, and scholars who became 
known anthropologists began try determine the course human 
evolution. first they were concerned primarily with fossil bones, but 
during the course time more and more emphasis began placed 
the nature different kinds living men, and all the physical char- 
acteristics these men, from blood types musculature, were studied 
well the influence such things environment, diet, and living habits 
upon these characteristics. The study such matters constitutes one the 
three major branches present-day anthropology, physical anthropology. 

Shortly after the recognition that there existed fossil forms 
men, was noticed that the fossil remains were associated with stone axes 
and other primitive implements and remains. The study these remains 
soon developed into science reconstructing ancient ways life and, 
insofar possible, history. are all familiar with some the terms 
that this science developed classify its findings old stone age, later 
stone age, bronze age, iron age, and forth. The science question is, 
course, archeology, and constitutes the second the main branches 
anthropology. has spread far beyond the implements associated with 
fossil men and used reconstruct history all over the world wherever 
written records are not available. 


The lack written records all but few ancient societies puts some 
very unfortunate limitations archeology. Although can tell quite bit 
about the physical conditions under which lived can tell very little 
about how these people behaved, what their habits were, how they regulated 
their lives, how they adjusted the needs the individual the needs the 
group, and what their society was like. This limitation was felt very 
keenly the time anthropology was developing science. This was 
time when the Darwinian theory evolution was the scientific rage the 
way atomic theory today, and was felt necessary trace evolution- 
ary line all human development. particular was felt that there must 
have been evolution human society that paralleled that the human 
body and brain. 


Since archeology left much desired tracing this evolution, the 
anthropologists looked further afield. They made the assumption that the 
primitive peoples living backward parts the world represented stages 
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the main line development, much the ape was considered rep- 
resentative stage human physical development. The anthropolo- 
gists began study these primitive peoples scientifically, the aim being 
discover law social evolution that would parallel Darwin’s law the 
survival the fittest that explained biological evolution. 


This was the third major branch anthropology, and was known 
ethnology. was one sense failure, just the contemporary attempt 
find the so-called missing link that would fill the picture human 
biological evolution was failure. Mankind just not that simple, and 
adequate simple laws social evolution were found. But something else 
was found, new approach the study human behavior, developing out 
ethnology, that now called cultural social anthropology. 


Modern anthropology, therefore, looked highly simplified form, 
can said made three branches, physical anthropology, arch- 
eology, and cultural anthropology. the last these three that go- 
ing discuss some detail, for think has the most offer mar- 
keting. Archeology, the other hand, has, seems me, relatively 
little offer marketing except for suggestions about such things 
women’s fashions, and shall not discuss further beyond mentioning 
source possible inspiration for people looking for new ideas human 
dress, adornment, and habitations. 


Physical anthropology kind middle ground. has developed 
thousands measurements the human body, and, whenever you want 
fit this body into clothes seats compartments, physical anthropology 
can help you. Some years ago group anthropologists spent many hours 
Boston’s North Station, industriously measuring the bottoms com- 
muters. The purpose was design more comfortable seat for Boston and 
Maine railroad cars. One the resulting seats the smoking room 
Harvard’s anthropology department, and very comfortable is, too. 
hardly necessary add that you can design more comfortable seat, 
better fitting dress (say mass-produced dress that fit the max- 
imum number women), even more easily graspable handle for 
appliance, you should able sell more. 


CULTURAL ANTHROPOLOGY 


Let turn now cultural anthropology, the third the major bran- 
ches anthropology practiced today. Cultural anthropology arose 
recognized field when became evident that the study primitive tribes- 
men was not going produce fruitful laws social evolution. The anthro- 
pologists studying these primitive peoples turned instead describing the 
lives these peoples tremendous detail. first the goal was work 
out local historical developments among these peoples, but gradually the 
anthropologists came realize that they were studying complete and inte- 
grated systems for dealing with the common problems that beset all man- 
kind, problems how men can best relate themselves their environment 
and their fellow men. The solutions these problems were complex sets 
rules for living, and the important point that these rules were very 
different for different peoples. They gave vantage point for looking 
our own society and for realizing that many things take for granted 
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are really only choices from large set possible alternatives. Once 
see what the alternatives are, are better position understand our 
own behavior. 

Let take example, the problem communication. All 
have communicate with one another every day our lives, and com- 
munication essential marketing; many people the essential 
part marketing. talk all the time, yet how many con- 
sciously realize that, whenever make statement about event, the 
rules our language force say whether that event took place 
the past, present, future? Many languages the world have such 
rules. Their rules may require speakers tell how sure they are the 
accuracy what they report but not when what they report takes place. 
other languages the grammar requires people describe the frequency 
and duration events but not their chronology. did not know about 
these languages, which for the most part are languages primitive tribes, 
few would realize that our own language puts kind straightjack- 
our thoughts. 

What are the implications this? not yet know fully, but 
there are reasons for thinking that English and related languages, which 
affect not only the way communicate but the way think, orient 
strive accomplish things time and think about things having 
cause and effect relationships degree not true among other peoples. 
Insofar gain further understanding how very subtle points our 
communication process affect our behavior and thoughts, shall able 
develop our use language more and more powerful selling tool. 
Unfortunately, this still the future, but anthropology new science 
and has just begun apply itself marketing. know 
cases where changes individual words advertising and other sell- 
ing messages have resulted sales increases, and there point 
giving examples here. What concerned with the process putting 
words together phrases and sentences, and here anthropology, with its 
ability let see consciously what would otherwise take for granted, 
can offer great help. 

The sum total the rules which live, which the rules lan- 
guage are but small part, called our culture. Culture what makes 
behave like Americans, and Frenchmen like Frenchmen, and Germans 
like Germans. extraordinarily subtle. have just seen one example. 
Another the case the American child whose missionary parents were 
killed when was very young and who was brought Chinese 
family complete isolation from Americans. did not visit America 
until was adult, but when came here impressed even people who 
did not know him looking Chinese. was his way moving and 
particularly his use his facial muscles. also thought like Chinese 
and didn’t particularly like here. This culture, the rules thought 
and behavior learn member social group. 

CONSUMER BEHAVIOR 


goes without saying that culture affects our behavior consumers. 
The cultural anthropologist position, therefore, give insights 
into consumer behavior. The most obvious contribution can make 
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helping sell foreign markets. fact, with his emphasis 
cultures other than our own, can the present time speak with con- 
siderably more expertise foreign markets than the American mar- 
ket. Stories the mistakes that Americans can make foreign mar- 
kets are legion. There is, for example, the story packaged food that 
did not sell China until anthropologist pointed out that the trademark, 
picture the sun, was fertility symbol China, and the Chinese 
women, already overworked this direction, weren’t taking any chances! 


There point here belaboring the obvious and spinning out 
ream these stories. more interested the insights that the anthro- 
pologist can bring, from his special vantage point, American marketing. 
There more done the future than can accomplished now, but 
the kind thing done can illustrated with few examples. 


There deep-seated tradition American culture that things that 
are pleasurable, easy, good tasting can’t good for you. They can 
indulged with moderation, but the best things life come hard. The 
converse this that hard work, self-sacrifice, and denial are virtues. 
This very old cultural tradition that can traced back the Prot- 
estant Reformation the 16th century. Its results come out surprising 
places. For example, many American housewives feel guilty about not 
baking cookies the way grandmother used do; it’s too easy buy cook- 
ies the supermarket, they think that the store-bought cookies 
cannot good for you the homemade variety. With this back- 
ground, the housewife can easily conceive that the store-bought cookies 
have inferior ingredients, are impure, follows that advertising 
emphasis simply how well the cookies taste will not overcome this basic 
resistance buying them. Another approach needed, and case that 
know best, one that happens involve own agency, emphasis 
the purity rather than the taste one brand cookies registered 
sizeable sales increase. 


This kind thing sounds like motivation research, and certainly 
does involve motivations. But would silly here worry about what 
should call it. What important that cultural anthropology, starting 
from its own vantage point, can bring bear approaches consumer be- 
havior that their application mesh with other approaches. 


Let follow this vantage point one step further. American life 
recent years has been characterized more and more leisure time, yet the 
cultural tradition says that the pure enjoyment leisure such not 
virtue. One supposed accomplish something with this leisure time and 
not waste sheer idleness. think that one the roots the growth 
the do-it-yourself fad found this cultural fact. not 
mean play down the effect the high cost goods and services, but 
not think that cost alone can account for the myriad do-it-yourself 
projects that dot the American scene. Many these projects don’t have 
undertaken. the future there will greater and greater growth 
leisure time, and hence people will have more time which they will have 
find things give them sense accomplishment. This presents 
opportunity the enterprising marketer. can find things sell 
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that will fulfill this need the part the consumer, will have ever- 
expanding market. 


The study culture can help the marketer another way. One 
anthropologist has applied himself description the general cultural 
patterns that seem underly swings women’s dress has 
found that fashions general swing 50-year cycles between two ex- 
tremes, the one being amplitude from the hips down but slenderness above, 
the other being narrow skirts, often with distortions the figure such 
high low waists. There are doubt other cultural changes that are 
also cyclical nature. Culture, although expressed people, often 
seems have kind life unto itself, and one can understand one 
should able much better than present predict market demands 
the future. 


should like give one final example where the anthropological 
study human behavior can lead. One the things that anthropologists 
have noted their field observations how people behave together that 
there seem regular patterns who talks whom, how much, and 
what order. This led the speculation the part one anthropologist 
that the degree which talk and respond other people may con- 
ditioned into very early age, that each may have distinct and 
regular patterns social interaction that can measured quantitatively 
and that effect form important facets our personalities. so, these 
interaction patterns should affect our capabilities as, say, salesmen. This 
has proved the case. There interaction patterns that charac- 
terize individuals, and successful sales personnel have characteristic pat- 
terns. fact, department stores, where most work along this line has 
been done, successful sales personnel different departments require dif- 
ferent interaction patterns according the amount time required for 
the purchase different goods. Since these patterns are conditioned into 
and are relatively invariant, possible measure the pattern 
prospective employee and predict his her success extraordin- 
arily high degree accuracy. This sounds like psychology, but devel- 
oped out anthropology and from the anthropological viewpoint. 


the brief time have had here, have tried cover vast subject, 
which its marketing aspects alone has ranged from the design furni- 
ture through the sale cookies the selection sales personnel. 
afraid have given little the way proven marketing principles, but 
anthropology too young for that. hope have been able show, how- 
ever, that has promise. 
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LONG-RANGE PLANNING FOR CONSUMER 
GOODS 
Robert Whitney* 
Marketing Audits Institute, Inc. 


Perhaps contribution the subject “Long-Range Planning for 
Consumer Goods” can that applying long-range planning, not from 
the point view the company but rather from that the customer 
the company and the individuals the company who will apply the plan. 


First, let’s take look how the customer looks company, 
looks the goods present him, and looks the way present 
them. certain that goods get closer and closer “sameness” the 
little differences design, color, packaging all play part contri- 
buting the “attitude meanings” the These attitude mean- 
ings are the keys the prospect’s desire for our products and services, and 
woe the long-range planner who fails include them his plan. 

For example, let’s look the automotive field. Note the similarity 
between the lines the Chrysler and certain General Motors 
cars, even the interchangeability body All this standardization 
parts and styles tends make goods look more and more alike, 
spite the fact that most people the medium and upper levels in- 
come who are the ones purchase “big items seek differences 
the products they purchase. 


Let’s look briefly our promotional methods—TV, radio, magazines, 
Leafing through issue large weekly publication, note the 
similarity the advertising, the same color approaches, the same type 
illustrations, the same copy appeals; spite this fact, people seek the 
different. 


find commercials following the “me-tooism” similar that 
the programs. For example, some five the top programs today 
have the word “gun” their title: “Have Gun, Will 
and forth. This similarity promotional and advertising methods again 
points the fact that differences approach are becoming almost nonexis- 
tent; and yet long range, our company plans depend how well are able 
interest the customer the time the plans become effective. 


This points the need our part, marketing research people, 
consider long-range planning from what can do, using the three vari- 
ables have planning for the customer: First, the variable product 
the constant need for something new, something different, some- 
thing the customer doesn’t have, hasn’t seen before, has seen his neighbor 


Whitney President Marketing Audits Institute, Inc. Mr. 
Whitney has served President National Sales Executives for years. 
Executive positions has held include Director Advertising for the 
Corning Glass Works, Promotion Director the McGraw-Hill Publishing 
Company, and Director the Encyclopaedia Britannica Press. present 
serves advisory councils the Secretary Commerce, Secretary 
the Treasury, and the Foreign Operations Administration. 
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Second, the variable price. the price the product too high 
too low? How does compare with other articles services can pur- 
chase with the same money? Third, the variable promotion. What can 
done that new different move the products toward the customer? 


Let’s look briefly these, not just from the point view the needs 
the customers, not just from their desires, but rather let’s look our 
planning from the expectations the consumer. must find just what 
these customers ours will expect three, five, and much seven 
ten years from now. Then and only then will our recommendations for our 
company have the chance step the challenge the consistently in- 
creasing expectations the American consumer. fine example antici- 
pating customer’s expectations was that made Eddie Rickenbacker who 
built the opportunity for lower income people have vacations 
Florida the summertime reduced rates. This was unheard when 
started; but over period long-range, intensive planning, using promo- 
tion, pointing the differences price but not value, created great 
volume business, catering expectations. 


Let’s look for minute the second variable price. Price relative; 
all tied value. Value certainly not fixed quality; becomes 
suggestive and changing. changes every day, because values the 
minds the customer today may entirely different three, five, seven 
years from now when our long-range planning becomes current. 


Distribution trends geared price reduction, for example, made 
possible for the American public have oranges breakfast food 
price they could afford; further price consideration caused the development 
concentrate. When the price concentrate seemed get too high, 
the convenience having fresh pack orange juice delivered the 
milkman the morning again became more value the customer, 
and the sales that product jumped tremendously. 


But, gentlemen, let remember, that are the ones who help create 
the value product. marketing men can make the difference 
whether the customer thinks the price she pays the value 
our company tries put the product. 


Finally, let’s check the third the three variables, promotion. 
looking long-range product promotion let not deceived the suc- 
cess the supermarket. Many executives advertising and sales mis- 
takenly think that goods sell themselves. This not true. Goods not 
sell themselves successful volume without lot other factors pres- 
ent. What really makes the difference the success supermarket, 
this self-service promotion means selling goods? The president one 
the large supermarket chains Texas told some time ago that the 
real difference the success supermarket was directly related the 
type store manager, e., how well that store moved merchandise into the 
hands the customers was directly affected how well the manager 
knew his customers personally, knew their problems, and called them 
name. Many tend believe that supermarket merchandising 
self-service basis very impersonal. This not true. Self-service needs 
personal touch soon find the customers going another store. 
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true, too, that shelf location makes great deal difference 
the sale product. For example, tests have proved that raising 
product inches above the customer’s eye level lowering inches 
below eye level will directly affect the sale much 75% for that 
particular item. let’s sure that our long-range planning re- 
member the customer’s expectations, remember the fact that even self- 
service shop she expects personal approach. While customers may not 
seem want waited on, service slows their progress purchase 
find that the interest the customer the manager the store 
owner makes the difference. 


Let’s remember, too, that people today this economic recession tend 
confused. They tend confused because business seems 
telling the customer not what they want know about products, not what 
they want know about how use the product, but what the company 
wants them know about the product. Where instructions, promotions, 
and advertising have been written from the customer’s point view, fan- 
tastic sales results have been recorded, even during these days the tough 
sell. 


Let’s look, too, our long-range planning from the point view 
our dealers and distributors. What are their problems they relate 
our product, our prices, and our promotion? What they expect 
from services three, five, ten years from now? What will they want 
from help them their areas better selling and training, better 
servicing, better follow-up, and better controls and evaluation their men? 


Ours job plan move them our way doing their way. And 
put every bit our material their hands terms that they under- 
stand, terms what they believe and can see their businesses three, 
five, ten years from now, then we’ll really have the secret dealer and dis- 
tributor cooperation our planning. 


Consider, too, our planning from our own management personnel’s point 
view. great talk about long-range plan for company, but who 
are the men, where are they today, who are going the ones operate 
that What are their capacities and desires going like three, 
five, ten years from now? Will they know where they stand? Have they 
had their targets clearly outlined this long-range program? has 
been said that 90% executives fail because they didn’t know what they 
were supposed do, they didn’t have the proper tools with which the 


job, they weren’t told soon enough that the things they were doing were 
wrong. 


also wonder how much recognition will giving our long- 
range plan the men who will making operate. Will they have 
sense belonging the company and will that worked into our plan 


along with the product targets, sales estimates, and equipment costs for the 
future 


conclusion, will our long-range planning give these men objective 
facts, give them the tools, show them how best integrate, through proper 
research objectives the marketing concept their entire organization, 
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three, five, ten years from now? Our experience shows that companies pre- 
paring, either through outside sources like General Electric from within 
its own organization, complete marketing audit the company’s entire 
sales, merchandising, advertising, and promotional activities know best 
where they are going the days ahead. 


This marketing audit proving the key understanding the market- 
ing concept which recognizes that each the functions marketing man- 
agement planning, directing, coordinating, and controlling must spelled 
out and written down. 
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CHANGING SIZE THE AMERICAN FAMILY 


Conrad Taeuber* 
Bureau Census 


How’s the Family? This familiar greeting has been heard many times 
these halls during this meeting. And the answers have varied, depend- 
ing who asked the question and who answered it. Most commonly the 
answer relates the immediate family, including the wife and young 
children, any, the respondent. But young man were answering 
older one might speak terms the situation his parents. However, 
older man answering might respond terms “the kids” who 
are longer living under the parental roof, and would not surprising 
included the grandchild. 


These and other variations cause confusion the persons asking 
and answering, for each knows precisely what the unit reference is. 
But for statistical analysis such common understanding cannot taken 
for granted. Here becomes necessary define the units under discussion. 
the term “family” taken mean only those persons who are related 
each other and are sharing common living quarters? How much does 
overlap with the term “household,” which includes all related and unrelated 
persons who share common living quarters? Normally lodging houses and 
institutions are excluded from such definition. attention being fo- 
cused the “spending unit,” that group people, whether related not, 
who combine their economic resources? This often family, but the 
son daughter who economically independent, though living under 
the parental roof, may spending unit distinct from that the parents. 


With these variations mind clear that some specific definition 
must used one deal with the developing situation. recent years 
there has been record number births, but the average size family has 
not been increased. was fact decreasing before 1950 and the change 
average size since 1950 has been small hardly noticeable. 
This apparent paradox results from the fact that simultaneously with 
increase the number children per famlily there was speedup the 
rate which young people were leaving the parental roof set their 
own households. the same time, too, there has been increase 
the proportion older people who are maintaining their own homes 
rather than moving with one the children, would have been more 
common earlier period. 


There are approximately million households the United States 
and recently the number has been growing about 850,000 per year. The 


*Conrad Taeuber Assistant Director Demographic Fields for the 
Bureau Census. During 1935-1946, was associated with the 
Department Agriculture. has also taught the University Wis- 
consin and Mt. Holyoke. Until his present position, was Chief the 
Statistics Branch the Food and Agriculture Organization the United 
Nations. Mr. Taeuber co-author The Changing Population the 
United States and Rural Migration the United States. holds Ph. 
from the University Minnesota. 
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number families consisting husband and wife living together, with 
without other relatives, has increased less rapidly than the number some 
other types households. There has been especially rapid growth the 
number households headed woman. This group includes widows with 
children, widows single women living alone, and also women who are 
heading the household while their husbands are away the Armed Forces 
connection with their civilian work. The most striking increases 
occurred among women living alone with other women not related 
them. The preference family groups and individuals for separate 
living quarters also shown the sharp decrease the number and pro- 
portion married couples who are sharing living quarters with others, 
1957 only three married couples out every hundred did not have their own 
household; the close the war the proportion had stood about eight 
every hundred. With high employment and the increased availability 
housing units, the “doubling up” families the same dwelling units has 
declined levels lower than any other time record. 


Table 


HOUSEHOLDS AND FAMILY UNITS TYPE, 1940-1958 
(Numbers thousands) 


Type unit Number units Percentage increase 
March 1958 March 1950 April 1940 1940-58 1950-58 
Total households 50,402 43,554 34,949 44,2 15.7 
Primary families 43,445 38,838 31,491 38.0 11.9 
Husband-wife 37,967 34,075 26,571 42.9 11.4 
Other male head 1,246 1,169 1,510 -17.5 6.6 
Female head 4,232 3,594 3,410 24.1 17.8 
Primary individuals 4,716 3,458 101.2 47.5 
Male 2,274 1,668 1,599 42.2 36.3 
Female 4,683 3,048 1,859 151.9 53.6 
Subfamilies 
Husband-wife 1,651 1,546 
Married couples 
With own 
household 37,967 34,075 26,571 42.9 11.4 
Without own 
household 1,215 2,016 


Source: Bureau the Census, Current Population Reports, Series 
P-20, and Families, Type: 1950 1958” (1958). 


wide variety living arrangements encompassed these terms 
“household” and “family.” census definition every household has head, 
and the husband the household consists husband and wife. 
(This useful convention census practice and carries implications 
who actually runs the household.) However, not husband 
and wife household, woman may designated head. 1950, for 
every 1,000 heads primary families there were 881 wives and 1,416 chil- 
dren. But there were also other persons the 1,000 households; there were 
grandchildren and almost the same number parents the head. And 
there was total 155 other relatives—brothers sisters, uncles, aunts, 
cousins, and others. There were significant differences between white and 
nonwhite, with the nonwhite households more frequently including “other 


310 


ye 
7.” 


joe 


relatives” and grandchildren and less frequently conforming the tradi- 
tional pattern families including husband, wife, and children. This tra- 
ditional pattern found more frequently rural nonfarm areas than 
cities. Rural farm households more frequently include persons other than 
husband, wife, and children, part because rural farm families more often 
include nonwhites. 
Table 
PERSONS PER 1,000 PRIMARY FAMILIES RELATIONSHIP 
HEAD, COLOR, 1940 AND 1950 


Color and relationship Total 
head 1950 
Total 
White 

Parent 
Other relative 161 139 
Wife 765 781 
Child 1,799 1,732 
Grandchild 256 
Parent 
Other relative 300 334 


Source: Conrad Taeuber and Irene Taeuber, The Changing Population 
the United States (New York, John Wiley Sons, 1958). 


CHANGING SIZE HOUSEHOLDS AND FAMILIES 


The decline the size households until recently has been persis- 
tent and widespread. The average size was 5.7 persons the white popu- 
lation the time the Nation was established. had dropped 4.8 for the 
total population 1890 and 3.4 1950. 1956 had dropped further 
3.3. Farm households were largest, and rural households were larger 
than urban. The households white persons were smaller than those 
other groups. The average figures reflect sharp changes the proportions 
households various specified ages. 1950 two-person households 
were the most common; some 28% the total were this group. 
1890 the proportion two-person households had been only half large, 
and three and four-person households were the most common then. One- 
person households had moved one-tenth the total 1950, but had 
been less than half that 1890. The contrast marked the other 
end the scale, 1950 about one-ninth all households included six 
persons more. 1890 nearly third all households had been 
this size group. 


ith 
ite 


The decline the size households was clearly associated with the 
decline the birth rate, which has long been major element our demo- 
graphic development. But has also been associated with rising levels 
living and the growing resistance sharing living quarters with second 
family unit, with others. rising incomes and levels living made 
less necessary for families share quarters and less necessary for young 
couples share quarters with their parents grandparents, the average 
size household has tended decline. The virtual disappearance the 
domestic servant who lives the household with her employer contributed 
another element toward decrease the average size household. 


The factors that contributed the decline the size households 
also contributed the decline the size families. Recently, however, 
there has been some suggestion that average size longer declining and 
may increasing. But these indications are small best. Between 1950 
and 1956 the average size families rose only slightly, and 1956 was 
approximately half person less than 1930. There was small in- 
crease the proportion families which consisted five more persons, 
and conversely small decrease the proportions with fewer than five 
persons. 


Table 


PERCENT DISTRIBUTION FAMILIES SPECIFIED SIZE, 
1930, 1940, 1950 AND 1956 


April April March March 


Number members 1940 1950 1956 


Source: 1930-1950: Conrad Taeuber and Irene Taeuber, The Changing 
Population the United States (New York, John Wiley Sons, 1958), 
172. 1956: Bureau the Census, Current Population Reports, 
Series P-20, No. 75, and Family Characteristics: March 1956” 
(1957). 


Recent increases the number births are directly reflected the 
number young children families. Increases the number such 
children were occurring the same time the other changes which tended 
decrease family size. Between 1950 and 1956 there was increase 
the proportion families with two more own children under 18, and 
decline the proportion families with own children under 18. There 
was also some decline the percentage families with one own child un- 
der 18, 
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Table 


PERCENT DISTRIBUTION FAMILIES NUMBER 
OWN CHILDREN UNDER 18, 1950 AND 1956 


Type Family and 
Number own 


children under 1950 1956 


Source: 1950, Bureau the Census, Current Population Reports, 
Series P-20, No. 33, “Marital Status and Household Characteristics: March 
1950” 1956, Bureau the Census, Current Population Reports, 
Series P-20, No. 75, and Family Characteristics: March 1956” 
(1957). 


There is, however, reason expect revival the family size 
which prevailed the beginning the 20th century that which was 
common the pioneer days the Nation. The present birth rate, 
which characterized high, such only comparison the low levels 
reached the 1930’s and approximately the rate which occurred the 
mid-twenties. view lowered mortality, the gross reproduction rate 
currently approximately the level the early years the 20th cen- 
tury. Since 1940 there have been sharp increases the proportion 
women the childbearing ages who have given birth two three chil- 
dren. The increase for fourth births much more modest and that for fifth 
births hardly discernible. Women who have given birth six more 
children are conspicuously the minority. The census 1910 asked wom- 
who had been married report the number children they had borne 
during their lifetime. The women who were 45-49 years old then, e., wom- 
the close the childbearing period, reported that 11% their number 
had given birth more children. When the question was asked 
women 45-49 years old 1940, only reported more. And 1950 
the proportion had dropped 2%. 


The increased number births recent years resulted not from 
increase the number large families but rather from increase the 
number women having some children. Marriages have been occurring 
younger ages, and two- three- and four-child families replaced those 
with children only one child. 


The elements that contributed the recent increases numbers 
births are illustrated the comparison the years, 1930-1939, with the 
years, 1945-1954. During the former decade, native white women had 
million births, during the second period they had million. About 24% 
the increased number was due simply the fact that there were more 
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women the childbearing ages. Thirty per cent accounted for ear- 
lier marriage and some extent increase the proportion women 
who married. Only 12% the increase was due increase the aver- 
age number births per woman who bore one more children. The most 
important single factor, accounting for 34% the increase, was due the 
earlier birth the first child.’ 


THE FAMILY LIFE CYCLE 

The significance for the marketing analyst statistics concerning 
families varies with the stages the life cycle the family. Families 
with very young children have different requirements 
where all the children are teen-agers and the requirements change when the 
children reach college age enter the labor force. The families with 
young children may young couples who have not yet had children and are 
building the inventory goods that with housekeeping, they may 
older families whose responsibilities for childrearing have been completed. 


Lansing and developed classification spending units which 
illustrates these several groupings. 


Table 
SPENDING UNITS STAGE FAMILY LIFE CYCLE 
Stage life cycle Percent 
Young, married, with children 
Older, married, with children 10.1 
Older, married, children under 20.6 
Older, not married 14.2 
4.4 


Source: John Lansing and James Morgan, “Finance Over the Life 
Consumer Behavior, Vol. Life Cycle and Consumer Behavior, 


Note: “young” meant head spending unit under years; 
“older,” head over. means children under 18. 


The continuing reduction mortality, combined with early marriage 
and tendency have children during relatively brief period years, 
has contributed new pattern family organization. These factors have 
been particularly important the growing number families consisting 
husband and wife only, who have completed their responsibility for rear- 
ing children. Under conditions 1950 the median age the wife 
the time the first marriage was 20.1 years. Under current survival 
rates, both members the couple can expect have about years after 


Taeuber and Taeuber, The Changing Population the 
United States (New York, John Wiley Sons, 1958), pp. 267-268. 


*John Lansing and James Morgan, “Finance Over the Life Cycle,” 
Consumer Behavior, Vol. Life Cycle and Consumer Behavior, 37. 
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the youngest child has left home before either them dies. There are 
obviously many individual variations from this pattern, but reflects 
major development family life. 1890, when marriage generally came 
later life, the span years during which children were born was longer 
and the chances husband and wife continuing live into their sixties 
were less. The chances then were that the marriage would have been dis- 
solved death before the last child had left the parental roof. 1890, 
too, there was shorter period widowhood for the remaining spouse 
than the case under present What some students family 
life have termed the “empty nest” phase distinctly modern develop- 
ment. 


Lansing and Morgan show that the pattern expenditures varies con- 
siderably from one stage the family life cycle another and that the 
amount income well the sources income also vary. Here 
area interest the marketing analyst which would merit considerable 
study. Not only have there been significant changes the numbers and 
proportions families the several stages the family life cycle, but the 
behavior and expectations that are associated with several stages have un- 
dergone considerable change. With the growing proportion persons who 
marry some time, the maiden aunt, that indispensable fixture 
colonial families, has almost completely disappeared. And elderly wid- 
owed parents are probably less often members the household one 
the children than was the case recently years ago. 


PROSPECTIVE DEVELOPMENTS 


The growth the number families and households 1975 will 
depend not only the age composition the population that date, but 
also developments relating the rate family and household for- 
mation, the availability housing, and changes the frequency 
dissolution marriages divorce death. Only one these components, 
the number persons who might establish families, known with some 
assurance. Nearly all the persons who can enter marriages 1975 are 
already living (relatively few marriages involve individuals under 18). 
Given the population living the present time, and assuming that the 
course mortality can stated with some assurance, not difficult 
establish for the period 1975 how many individuals will the age 
groups from which the persons who enter into marriages are drawn. (Im- 
migration must taken into account also, but present levels provides 
only relatively small net addition the Nation’s population annually.) 


Glick, American Families (New York, John Wiley Sons, 1957), 
p. 
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1975, population growth alone will add almost million married 
couples the 37.6 million reported 1955, assuming that the proportion 
persons marrying does not change. Continuation trends family for- 
mation such those that have existed recent years could add another 2.4 
million couples. Thus, the number married couples might reach 50.6 
million 1975. The rate increase will considerably higher the 
years from 1965 1975 than was the years 1955 1960. 1965 
the large number babies born 1947 will reach age 18, the most frequent 
age marriage for girls. During the next years relatively large num- 
ber persons will reach marriage age because they are the survivors the 
large birth cohorts the postwar 


The intangibles this situation relate the persistence current 
trends relation age marriage and the proportion who marry. 
Should there reversal the trends observed between 1940 and 1950, 
the projection nearly million additional married couples could turn 
out too high. 


There has recently been drop the marriage rate, doubt reflecting 
the uncertainty over individual prospects during the current economic sit- 
uation. obviously too early see what the long-run effect this will 
be, whether represents temporary postponement marriages 
whether represents modification the tendency toward increased pro- 
portions persons marrying, which has been important element de- 
velopments during the last two decades. 


But even one were assume that the marriage rate does not continue 
increase, that some reduction from recent levels expected, 
the number married couples will continue increase, simply because 
there growing number young people the ages which marriages 
most frequently occur. The number persons 20-24 years old was 10.8 
million 1955; will increase about half million 1960, and 
over million more during the five years between 1960 and 1965. 
1975 will about 19.3 million, almost double the number 1955. The 
high levels births during the postwar years, and those most war years, 
are reflected these figures. Even the marriage rate should drop the 
levels the early there would substantial increase the num- 
ber young married couples, And with that increase comes large in- 
crease the number households and the demand for all the goods and 
services that with the establishment new households. 

Even one were assume change the rate percentage single, 
the percentage persons who are household heads, the number 
households would increase more than fourth between 1955 and 1975, 
nearly million during that period, with more than million 
the increase coming between 1965 and 1975. the other hand, one 
were assume that the rates change observed between 1947 and 1955 
were continue, the increase the number households for the 20-year 
period would nearly million. 


Bureau the Census, Current Population Reports, Series P-20, 
No, 69, “Projections the Number Households and Families, 1960 1975” 
(1956). 
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Whatever significance may attached the developments the last 
few months, the longer range outlook for substantial increase the 
number families and households, with especially large increments 
these numbers coming after 1965. The increases will not evenly 
buted among the several groupings family units, for are currently 
experiencing the effects both the depression deficit births and the 
large number births particularly after the close World War II. The 
former reflected current decline the number persons their 
late twenties and early thirties. 1975 the small birth cohorts 
the early will their early forties. However, the number 
older persons will continue increase, and the number who are and 
over will grow substantially during this period. With continued improve- 
ments health and some increases the length life the upper 
ages, seems appropriate conclude that there likely con- 
tinuing growth the number family and household units among older 
persons. Given the economic underpinning social security, pension sys- 
tems, and various forms assistance for older persons, there every 
reason believe that such persons will endeavor maintain their own 
households rather than joining the households younger persons. 


1930 and 1950, years depression, recovery, war, and read- 
justment, the number households increased about million. 
difficult picture any set which would lead smaller 
increase the number households during the next years. the five 
years, from 1950 1955, the number added households amounted 
more than million. would not difficult visualize situation 
which the 20-year total might four times great, somewhat ex- 
cess million. The new, well the continuing, households will in- 
wide variety living arrangements. They will include households 
with very young children, households with teen-agers, and growing num- 
ber households which the responsibilities childrearing have been 
completed. There are differences the short-run and the long-run outlook, 
reflecting large part differences births earlier years. The signifi- 
cance these differences will vary, depending the use made the 
information, And short-run changes basic developments 
long-term effects. Thus, the effects the current reduction the mar- 
riage rate may have effects over long period time, just the reduc- 
tion births during the depression years being felt generation later. 
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POPULATION CHANGES AND THEIR 
IMPORTANCE 
Joseph Davis* 
Council Economic Advisers 


great deal population literature, even recent collections 
readings, obsolete, but the fresh flow encouraging. The Taeubers’ re- 
cent volume The Changing Population the United States (Wiley, 1958) 
most welcome, will Henry Sheldon’s Census Mon- 
ograph The Older People the United States (Wiley, 1958). There are 
valuable papers recent book edited Dorald Bogue, Applications 
Demography; the Population Situation the 1975 (Scripps Foun- 
dation, 1957). find especially stimulating the chapter George Stol- 
nitz the University Indiana “Interrelations Between Economic 
Development, Levels Living and Demographic Trends.” Since even 
official projections population soon get out date (the latest was pub- 
lished October 1955) sorry that the new Census Bureau projections, 
1980, are not yet available. 


Many you, feel sure, are ably utilizing the increasingly ample and 
valuable flow data the Census Bureau’s Current Population Reports. 
Perhaps more you should so. private citizen, have found the 
Bureau officials quite responsive criticisms and suggestions. The ex- 
pressed demands intelligent “consumers” such material can much 
help extending and improving them. And circulation successful ex- 
amples utilizing them can much widen the practice. 


The United States (and much the rest the world well) 
the midst major demographic revolution. Never before our his- 
tory, believe, has there been pronounced reversal the course 
births, and fertility rates, those which began the late and 
continued least through 1957. Less unprecedented, but also pronounced, 
have been regional and since 1940. The evolving 
facts have sharply contrasted with firm expectations arrived the best 
experts 1937-1938 and held with minor modifications until about 1950. 
The social and economic consequences are already far-reaching and will 
felt for many years come. 


Population facts and projections deserve high place among the mater- 
ials for marketing research. Facts increasing scope and significance are 
increasingly available and must taken very seriously. Projections are 
far more varied significance: Those for persons already born almost 


*Joseph Davis member the President’s Council Ad- 
visers and Director Emeritus the Food Research Institute Stanford. 
has been the staff the American Shipping Mission, London, and 
was chief economist the Federal Farm Board from 1929-1931. re- 
ceived his and Ph. from Harvard and was formerly member 
the Harvard Economics Department. Presently fellow the Royal 
Economic Society and member the American Economic, Farm Economic, 
and Statistical Associations, each which has served president. 


qualify facts; those births, numbers including persons yet unborn, 
and regional groups deserve close watching but must viewed with 
great skepticism the light postwar experience. one had correctly 
forecast, 1938 1948, our population position and outlook see 
them 1958, would have been regarded wildly incredible not insane, 


Looking ahead 1960, 1975, 1980, impressive how ideas our 
total numbers have mushroomed. The 1960 population was forecast May 
1938 140-147 million, and February 1949 160 million. Now 
bids fair approach not approximate 180 million. The Paley Commis- 
sion, which reported June 1952, assumed 1975 population 193 
The Census Bureau’s projection published October 1955 was 228.5 
million, and our actual growth has thus far most nearly conformed this 
projection. Late 1949 Slichter assumed 1980 population least 175 
million; this figure will reached 1958, and can sure that the new 
Census Bureau projections will give strikingly higher range for 1980. 


have thus been forced repeatedly “raise our sights,” fertility 
rates have persistently risen from the lows the mid-1930’s instead re- 
turning toward prewar levels. All the projections school-age pop- 
ulation that have seen have proved too conservative date because they 
assumed decline births that has not yet come. Nearly all the published 
estimates future requirements for food, fiber, water, lumber, minerals, 
electricity, etc. rest population projections that are now obsolete. 


Yet warning here point. The course births which major 
importance projections total population, not safely predictable. 
Within quarter century may conceivably see reversal the higher 
priorities accorded marriage and children which have been fundamental 
our population upsurge since 1940, this should occur—it might not 
recognized for some years—it could profoundly influence the rate in- 
crease our total population. 


For many purposes, however, and particularly your special field 
interest, the fairly reliable projections age groups already born are 
far more significance. The Census Bureau has increasingly made such 
projections for various “threshold ages” and age groups special signifi- 
cance and could more there were need and demand for them. 


For the notable rise births and the total population upsurge such 
colorful terms “boom,” and “skyrocketing” are typically 
American exaggerations and are misleading implying that the movement 
transitory. The wartime “baby boom” and the postwar flood births, 
coupled with notable improvement infant, child, and youth mortality 
and considerable net in-migration, are giving rise waves increase 
specified age groups that will reach striking proportions the next two 
decades so. The numbers reaching and 20, for example, have recently 
fallen below their postwar peaks but within years will double their 
recent lows escape catastrophic destruction. 


For certain purposes the term may well mean the average 
number children born per couple, which Whelpton calls “the size com- 
pleted families” and rightly says has increased the present popu- 
lation wave.” Neither stresses quite the extent that would, the “ma- 
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rital revolution” reflected the post-1940 decline “single blessedness” 
and the diminution the prevalence childless well one-child couples. 
see indication coming reversal these. 


One may agree with Whelpton “that the trend(s) toward younger mar- 
riage and earlier childbearing cannot indefinitely,” and also know 
way forecast their future course; but surely cannot safely assume 
that either pressing some absolute limit. Hence question wheth- 
this “fact” constitutes “main reason for expecting downward slide 
another trough Moreover, such “slide” would have different sig- 
nificance according whether (1) consequence size waves cer- 
tain age groups (2) result altered choices under the influence (a) 
severe recession protracted depression (b) basic widespread changes 
desires. The first these reasonably foreseeable. The last (2b) not, 
nor even readily discernible. And there current tendency overrate 
the importance cyclical temporary movements (2a), some which 
now turn. 


watching current developments vital statistics have found il- 
luminating plot estimates marriages, births, deaths, and natural in- 
terms 12-month moving totals, which roughly smooth out 
pronounced seasonal variations and give sort series annual rates 
month month. Such data, now available through April 1958, reveal sev- 
eral interesting points. 


The series marriages seems useful monthly indicator confidence 
caution with respect major commitments for the future the part 
significant group which young adults predominate. Though trend 
factors and wartime influences affect it, cyclical patterns are clearly evi- 
dent; and for another few years, the past five, they will negligibly 
affected changes the numbers age groups which first marriages 
predominantly occur. 

The recent peak marriages reached the year ending February 
1957; moderate decline the next six months was followed sharper 
decline the following six; and March-April 1958 show tapering off 
toward level very close the low reached the year ending March 
1955, before the two-year rise level above that 1953. 


The corresponding curve births shows marked uptrend from 1949 
through 1957, and since mid-1957 plateau similar that 1950, except 
level, with yet appreciable decline. 


The similar curve deaths shows slow uptrend from 1949 through 
1957, interrupted during the exceptionally favorable year 1954. Since mid- 
1957, and especially since October 1957, this curve has risen sharply above 
the trend for essentially temporary reasons. consequence, the excess 
births over deaths which has trended irregularly upward, has declined 
persistently since July 1957. 


Considering the extraordinary present level births, marriage rate 
which not low (as the crude marriage rate is) but high terms num- 
bers unmarried women aged 15-44, and the low age-specific death rates 


‘Here taken merely the excess registered births over registered deaths. 
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recent years, the recent course these curves gives ground for grave 
concern. The excess registered births over deaths, the latest 12-month 
period available, still well above million, which was first reached 
1954. The long-run significance the changes noted can easily exag- 
gerated, think Taeubers’ final sentence tends do. There yet 
indication that they imply changes trends anything more than tempor- 
ary cyclical influences. After the exuberance recent years, the greater 
caution reflected the marriages and births series does not appear ab- 
normal excessive. The slowing the decline marriages even en- 
couraging the state mind the American people the face 
recession more severe than was anticipated year ago. 


disposed sound four brief notes areas significance for 
marketing research. 


First, the reversal the long-term decline fertility since 1940 has 
been much among nonwhites than among native whites. The im- 
provement mortality experience and gains life expectancy have also 
been greater for nonwhites. Largely for these reasons, the nonwhite popu- 
lation growing more rapidly than the white, and this particularly true 
those under age 18. 


Second, although the median age the population process de- 
clining after many decades continuous rise, the increase the number 
older people (the term “aged” inappropriate applied all those 
aged and over) seems bound continue even occasionally interrupted. 
These people cannot properly lumped into single category, written 
off “unproductive,” viewed burden employed workers 
taxpayers. 


Third, with many reservations about the reliability population pro- 
jections states, commend this area you one cultivate. The 
Stanford Research Institute, understand, has recently published projections 
for California which imply continuation the notable rise, 15,629,000 
1960 (some 8.7% the national total) and 23,565,000 1975 (around 
10% the Several smaller states are showing higher rates 
growth, while others are growing far more slowly. 


Finally, would urge you encourage research, basic yours, the 
essence real standards living, with special reference changing pre- 
ferences among goods, leisure, and marriage and children, and the chang- 
ing composition consumption levels, real incomes continue rise. 
This one the least explored frontiers our knowledge. 
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BOTTLENECKS HOUSING 
Arthur Sworn Goldman* 


House Home Magazine 


The home-building market changing overnight few markets have 
ever changed. Only yesterday home building was still being called “post- 
ponable industry” and was being slowed tight money; only yesterday 
home builders from coast coast were cutting back stopping produc- 
tion. 


Today home building bright hope beat the recession and help 
pull America back healthier economy. The Administration and the 
Congress are going all out give the home-building industry just about 
everything has ever asked. giving this industry easy money, easy 
terms, easy credit requirements, no-down financing, and call 
the Treasury for $1.5 billion through FNMA the builders have any trouble 
getting all the money they need low interest rates. 


All over the country home builders are rushing back the job, flood- 
ing FHA with applications, stepping their production schedules, placing 
rush orders. appraisal requests climbed 159% from March May. FHA 
applications soared new all-time high, above May last year; May 
1958 starts, seasonally adjusted, are over one million for the first time since 
January. fact, FHA applications are running high that Mr. Mason 
succeeded getting Congress authorize emergency increase 
billion for mortgage insurance guarantee without having tied into the 
politics the almost annual housing bill. 


But I’m afraid nothing the President and Congress can unassisted 
and nothing the home builders can unassisted can assure the lasting 
pickup home building everyone counting on. Easy money and easy 
terms alone will not make people buy houses and keep buying them, 
and the program may come very little unless the whole industry gets 
into the act fairly big way. problem that indeed impor- 
tant the prosperity and well-being the country the next decade, 
the profits your companies, least those companies whose 
products into the house into the home. 


People will not buy more houses unless they believe they are getting 
their money’s worth. People will not buy more houses unless they are sold 
much better. People will not buy modernize more houses unless they are 
better sold the economy, conveniences, and livability offered such 
new features insulation, air conditioning, big roofs, built-ins, house power, 
labor-saving package kitchens, second baths, sliding glass walls, acoustical 
ceilings, double glazing, and forth. This the time for the home-build- 


*Arthur Sworn Goldman Director Marketing and Research with 
House Home Magazine, division Time, Inc. Mr. Goldman has pio- 
neered the development the package and open-end mortgages. 
consultant the American Council Improve our Neighborhoods. Mr. 
Goldman completed his formal education Washington University. 
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ing industry offer the best values yet. This the time price the home 
back into the market. 

The biggest reason new house sales sagged last year was not tight 
money; sales were slow even where builders could still get FHA loans 
par. The biggest reason sales sagged was that buyers balked paying 
$15,000 for $12,000 $13,000 house, house better than the house 
they could have bought for $2,000 $3,000 less 1954. The builders let 
themselves squeezed out the market wage inflation, price infla- 
tion, and land-cost inflation, and they paid the price slower sales. 


Ours badly fragmented industry, mishmash builders, realtors, 
prefabricators, dealers, distributors, manufacturers, subcontractors, dozen 
more types labor, savings and loan associations, mutual savings bank- 
ers, life insurance companies, pension trusts, commercial banks, dealers 
second mortgages and other pawnbroking lenders, appraisers, engineers, 
land developers and land owners, building inspectors, building code of- 
FHA and officials, and members the various legislatures. 
Their interests vary, their knowledge the home-building process and 
its needs varies, and their ignorances vary. The chances their acting 
concert for the public good which would, incidentally, their self-inter- 
est, are about remote your chances winning the Irish Sweepstakes. 


are turn the present opportunity lasting advantage, the 
whole building industry will need strong and secure leadership, the kind 
leadership which every other big industry provided the big manv- 
facturers that industry. Home building one the very few industries 
where the principal manufacturers have now left the leadership al- 
most entirely the hands the small businessmen who are their cus- 
tomers, this case the builders, dealers, and distributors. mean dis- 
paragement the builders and dealers when say that they not pos- 
sess the financial resources, the industrial leverage, the personal prestige 
needed provide all the elements successful leadership and industrial 
statesmanship required take full and wise advantage our industry’s 
present opportunity. The job done this leadership immense be- 
cause the industry truly operating 
atmosphere. 

HOME BUILDING TODAY 


Before talk about the immediate problems facing the industry, 
should like tell you bit about today’s merchant builder. Until the 
advent FHA that did much stimulate home building through its 
low down payment and long-term easy monthly payment plan, the home 
builder for the most part was craftsman, captive his suppliers and 
his money lender. the pre-FHA era 80% the houses erected were 
built order and 20% were put for sale. Two factors transformed 
home building from craft industry, (1) the acute housing shortage 
after the war and (2) modern mortgage finance. 


Just the beginning the war FHA, order stimulate construc- 
tion, for the first time provided effective system production financing. 
Because this financing builder could build houses with the same 
amount capital formerly took build three. Almost once the 
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percentage houses built order plummeted and the number homes 
for sale rose. Today about 80% the homes are erected for sale rent. 
Merchant builders group (they number about 22,000) came into their 
own. 


Since the war the home-building industry has produced million 
houses, far more houses than any builders have ever built such short 
space time. They broke the absolute housing shortage. 


Since the war, however, 90% the merchant builders’ efforts have 
been concentrated the low-cost house, perhaps might call it, frank- 
ly, the cheap house. There were three reasons for this: (1) During the 
depression, when had $56 billion year economy, the cheap house was 
all anybody could afford. (2) Right after the war the big need was for 
small houses for young veterans just out the army with money. 
(3) All our housing legislation reflected the New Deal philosophy doing 
everything for the little man. (For example, FHA required six times big 
down payment for $12,000 house required for $8,000 house.) 
wonder every builder tried get under the $8,000 market, and won- 
der they built millions houses that are now being denounced (unfairly, 
hope) the slums 1975. 


From the peak reached late 1955 builder’s sales had either fallen 
off been cut back nearly 40% the fall 1957, while the rest the 
economy was stepping its volume more than 10%. the middle 
nationwide boom, home-building sales fell almost much the national 
economy fell from the 1928 peak the 1932 bottom the great depression. 


The home builder had trouble with sales for three reasons: (1) There 
was more easy money make houses easy sell. Credit became ex- 
ceedingly tight, and the reserve authorities, fully aware the inflationary 
potential excessive capital expansion, did nothing make easier. 
The rigidity the interest-rate structure the FHA and area made 
difficult for mortgage borrowers and tract builders particular 
compete equal terms with other seekers funds, such corporations 
with 52% tax deductions. home building was low man the totem pole. 
Not since the depression and the period Regulation has house building 
lived through prolonged period credit restriction. were 
united industry, home building would not have suffered almost the whole 
from tight money has our fragmented industry. But credit 
wasn’t the only dampening element. (2) Home building had built itself 
out the easy shortage market. (3) Buyers’ resistance developed. 


Today’s market, though still enormous, different from yesterday’s 
market that the kind houses builders sold the millions just few 
years back longer sell and the selling methods that were successful 
longer work. many cities two new houses out three must 
sold second-time buyers, people who already have fairly good house 
and who will buy again only they are tempted with something much 
better. 


Since 1909 housing’s share the consumer dollar has fallen 37%, from 
19.3% the total 12.2%, while transportation-recreation industries have 
been boosting their share 117%, from 8.2% the total 17.8%. One big 
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reason, suspect, that other industries the big manufacturers under- 
take most the selling and promotion, whereas the home-building indus- 
try most the selling and promotion left small businessmen whose 
resources and merchandising experience are the average about com- 
parable the resources and merchandising experience local grocer 
druggist. 


Few building product manufacturers offer much help the builders 
whom they must rely sell large share their production. Many 
them think the home builders not essential part their own 
sales force but customers. Few them have sales-training program 
for the builders’ salesmen and realtors are prepared help the builders 
with marketing plan that will enable them make more effective use 
their products sell more houses, Few even remember let the 
builders know what they are doing sell their brand name consumers, 
Few producers merchandise their consumer advertising matter course 
all the retailers who sell for them. Few producers use their consumer 
advertising help make consumers dissatisfied with yesterday’s house, 


The sophisticated building product manufacturer has his disposal 
unique display device that makes the new house and the modernization 
markets indivisible. It’s the model home. Some 3,000 4,000 builders 
maintain their own expense furnished model homes. They show these 
houses million different people, all them interested better 
home and better things have their million prospects buy 
new house; the other million settle for new kitchen, new room, 
new bath, new floor covering, new paint job their present house 
just like the kitchen, the bath, the color scheme they liked the model 
house. 


Whether the producer most interested the new house market 
the old house market, home builders seldom sell anything for themselves 
without making two sales for the producer, stimulating least one sale 
the used house market for every sale they make the new house market. 


PRICES AND COSTS 


Another problem the home-building industry high prices and costs. 
There are hundreds new ways build better for less, but for one reason 
another nine builders out ten and nine architects out ten still don’t 
seem know them, like them, use them. For the past few years, 
House Home, collaboration with the American Standards Association 
and the Reearch Institute the National Association Home Builders, 
has undertaken develop industrywide agreement for few basic standard 
dimensions for the builder’s house. Without those dimensional standards, 
next nothing can done about standard components and subassemblies 
cut the cost building better houses. 


The first task was arrive standard terminology measure- 
ments. For instance, when speak house feet wide, mean 
feet from inside wall inside wall, feet from center line stud 
center line stud? When talk wall modules, mean inside 
measurements outside measurements? When talk room heights, 
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mean from finished floor finished ceiling, from rough floor 
underside joists? 


united industry well along the way, instead only 
just starting, standardize and coordinate the parts that into the as- 
sembly house. Then the builders would not have waste millions 
dollars each year cutting and fitting lumber, pipe, and whatnot each 
building site, not mention that horrendous anachronism, the compulsory 


Too many critics still call home building America’s most inefficient in- 
dustry. Inefficiency may have been all very well seller’s market when 
could pass the cost our waste our buyers, but not good 
buyer’s market when ourselves must pay the cost every waste 
through smaller profits slower sales. But home building, like everything 
else, headed into critical labor shortage that will soon force revolu- 
tionary changes the wasteful and uneconomical way houses are now as- 
sembled from hundred thousand pieces the site. The total labor 
force increasing only about year. The demand for labor every 
industry will increasing more than five times this fast, and every 
industry straining make its labor further, through standardization, 
through automation, through mechanization. 


home building, the first result this pressure will major shift 
away from site construction. Everybody close the industry recognizes 
the importance and inevitability this shift. The prefabricators are trying 
meet with factory prefabrication and they have already taken over 
nearly one-twelfth the market. The lumber dealers are trying meet 
with Lureco wall panels, Lureco window panels, Lureco floor panels, Lureco 
roof panels. The builders have their own pet word for it. They say they 
“must build with parts instead pieces.” them are looking day 
when there won’t saw used the job, because all the parts will come 
the site presized fit. 


CODES 


Closely allied the problem costs the problem building codes. 
other industry would tolerate the fragmentation its market hav- 
ing thousands communities imposing conflicting requirements and stand- 
ards for any product sold within their limits. recent House Home 
Round Table brought out the shocking estimate that this code chaos 
costing home buyers something like billion this year, average 
least $1,000 house, and major factor the pricing new houses 
out the market. Even good codes can costly when their too rigid 
uninformed enforcement makes cheaper stick old methods than 
sell the local building official new way build better for less. 


The cost all the specific wastes enforced bad codes adds 
much less than the enormous cost letting the multiplicity codes and 
the too rigid enforcement codes (1) discourage architects and builders’ 
efforts introduce new ways build better for less and (2) delay the 
industrialization home building blocking the nationwide use stand- 
ard components. 


now, the problem getting good residental codes has been com- 
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plicated two things: (1) Residential code reform was all mixed with 
code reform for skyscrapers, stores, factories, schools, hospitals, which 
complicated the problem. Furthermore, very difficult get the man 
the street excited about code reform for business buildings. (2) 
tewn wanted adopt good residential construction code, faced prob- 
lem choosing one four good existing codes. These codes differ 
materially their requirements for big buildings but are almost identical 
their residential requirements. 


There movement foot consolidate single American 
standard the already almost identical one- and two-family house construc- 
tion requirements the BOCA, Southern, International, and New York 
State codes, except that from the beginning the new code should permit the 
framing lumber sizes approved the most up-to-date stress tables the 
National Lumber Manufacturers Association. This simplified code could 
then adopted America’s towns the same way the towns can adopt 
the national plumbing and wiring codes. 


TRADE-INS 


Another problem trade-ins, about which hear very little. think 
perhaps the most urgent problem all because, until you solve the 
problem trade-ins and, most immediately, until you solve the problem 
financing trade-ins, the home-building industry will stay trapped the 
low-price market trying sell cheap new houses people who should 
buying secondhand houses and permitting the present owners those 
secondhand houses trade and buy really good new homes. fast, 
inexpensive, easy-to-finance trade-in system for used houses just im- 
portant the sale homes fast, inexpensive, easy-to-finance 
trade-in system for used cars has proved the sale good new cars. 


There piece legislation before Congress that would make ade- 
quate trade-in financing legal (S3399). would permit FHA streamline 
its trade-in procedures eliminate the cost placing two mortgages where 
one would do. would permit simple substitution the permanent 
mortgage, with 15% held escrow until buyer found for the trade-in 
house, instead making the builder place two separate mortgages, one 
permanent, one temporary for 15% less. This legislative proposal would 
permit FHA base its trade-in financing FHA’s appraisal the house, 
instead the builder’s acquisition cost, which must almost always 10% 
15% less than the resale price give him minimum margin for his sel- 
ling, financing, and carrying costs. Otherwise FHA trade-in financing will 
still make the builder put the valuation into the deal, which far 
more money than most builders can afford. 


Another piece legislation would amend the revenue act builder 
will longer have pay the federal tax his new house until can get 
his cash out the trade-in house. 


Senator Sparkman has introduced bill permitting savings and loan 
associations use $20 million their own money now invested the 
Home Loan Bank System set their own privately owned mortgage 
insurance corporation insure the risk portion conventional loans 
90%. This plan has worked well England for without gov- 
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ernment help. Its adoption here essential help new house buyers get 
their equity out their trade-in houses, for most used houses must 
financed locally and most local financing comes from the savings and loan 
associations. 

Until get good trade-in financing system, can only scratch 
the surface today’s big new mass market for houses. Today’s mass mar- 
ket for homes not the dwindling market for cheap houses, market 
that gets smaller each year the number families with incomes under 
$5,000 continues decline. constant dollars the number these families 
who cannot qualify for FHA houses costing over $12,500 has shrunk 
from 18,233,000 1941 15,064,000 1956. They are now less than 40% 
the total, but 80% today’s 50,000,000 homes are priced fit their 
purses. 

Today’s new mass market for houses the quality house, quality 
house for the 23,322,000 families whose $5,000-plus incomes qualify them 
for FHA $12,500-plus home, and the 11,712,00 families whose $7,500- 
plus incomes qualify them for FHA $17,500-plus house. Here mar- 
ket for 23,322,000 homes the price class for which less than 10,000,000 
homes are now standing. 


Every other big durable goods industry finds its best prospects among 
present owners trading up. Owning old car makes twice easy 
buy new and better car, but owning old house still makes twice 
hard buy new and better house because don’t have good trade-in 
financing plan. That, nutshell, why our industry finding the used 
house our toughest competition instead finding our best stepping-stone 
bigger sales. That’s why can’t tap the $100 billion equity tied 
used homes that could provide the cash needed sell million quality 
homes. That why are still stuck the cheap house market, trying 
sell stripped-down new houses people who should buying used 
houses and letting the present owners those used houses trade 
quality house. 

QUALITY 


solved the trade-in problem, the problem quality would 
partially solved. This problem particularly urgent today, for the new 
housing act puts strong pressure the builders concentrate building 
stripped-down models from which most the better products and quality 
equipment have been eliminated. The second-time buyer too sophisticated 
buy house without proper insulation, adequate wiring, whole kitchen 
labor-saving equipment, top-flight heating and air conditioning equip- 
ment. 

The mortgage lender can valuable ally the fight for quality. 
has great responsibility for helping his borrowers get good 
house they pay for. has very selfish stake making sure his 
mortgage money not going into houses that are obsolete before they are 
finished. The builder behind-the-time houses can take his profit and 
run, but the mortgage lender has live with his house year after year. 

When the average family can afford pay $20,000 for its home, what 
are going with all the cheap little houses have been building 
since the war? What are going with the million semi-obsolete 
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houses that are left over from before 1930, not mention the six million 
homes, longer fit for human habitation, where people are forced live 
today? Out million houses being lived today, doubt there are 
million good enough anyone will want live them 1980 
they are completely done over and modernized from top bottom. What 
are going with the other million and why keep building 
and financing million more houses each year kind most families will 
want move out long before the mortgage paid off? 


Here problem staggering doubt anyone knows the answer, 
fact, even wonder there answer. involves nothing less than 
junking most America’s $250 billion housing inventory 
again from scratch. have that, not even 2,000,000 new houses 
year will come anywhere near meeting the demands upon our industry. 


How many realize how small America thinking about housing 
compared with England? England the population growing only 
50,000 60,000 families year, but England Conservatives and Laborites 
alike are agreed program for building between 300,000 and 350,000 
new homes year, 50,000 60,000 keep with population growth, 
five six times that many for the replacement market, with goal re- 
placing all today’s houses with good new home the year 
many has similar plans. 


MONEY 
This brings the problem money. That problem will always 
with our industry because the home-building industry has borrow more 


long-term money each year than all other industries combined, plus all state 
and local governments. 


For years now, home building has been whipsawed between periods 
when money was too easy and periods when money was too tight. Our 
industry cannot achieve the stability needed for planned program cost 
reduction until builders can given some assurance that they can plan 
ahead without constant fear that another sudden turn the money mar- 
ket will make all their planning wrong. The problem tough one. 


want and need boorow enough money finance simultaneously 
the greatest population explosion the world has ever known. single 
generation our population shooting almost much the total popu- 
lation England and France combined. During this same generation 
propose more than double our whole standard living. finance this 
double explosion American industry needs borrow enough money in- 
crease our industrial production the next five years more than the 
total productive capacity the second greatest industrial nation the free 
world. Our own industry wants borrow enough money build almost 
many houses each year whole new city big Los Angeles and 
Philadelphia combined, city much nicer, bigger, better-equipped homes, 
city with far higher standard living and housing. want our local 
communities borrow enough money provide all the schools, hospitals, 
streets, parks, sewers, and water supplies needed supply all these new 
homes and keep with the fabulous increase our population. 
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Let’s state the problem another way. want borrow 50% more 
money the next five years than cost run the Federal Government 
for the whole 150 years from 1789 1939, including the Civil War, World 
War and all the New Deal spending! want borrow $50 billion 
more than the government borrowed fight World War II! want 
borrow more money than the assessed worth the whole United States 
west the Mississippi River! indeed problem too big for any 
little solution. Here problem too big for any solution. 


PRICE LAND 


Another problem the soaring price land which has been the number 
factor pricing houses out the market. were united indus- 
try, would not defenseless against the soaring land costs that 
threaten price many home buyers out our market. How many 
you realize that America almost the only modern nation that has not 
taken effective action hold down the rocketing price land? How 
many you are even conscious the critical fact that many homes to- 
day the land profit bigger than the building profit and the land cost 
almost big the cost f.o.b. factory all the materials used build 
that home? 


Unless there some change our land policies, can very sure 
that land speculation will eat bigger and bigger share the home- 
buying dollar. the next years the present forecast that will add 
close million people our metropolitan population, putting those 
million additional people already densely populated land area con- 
sideraby smaller than that Holland. The industry will have stop pay- 
ing 1968 prices for 1958 lots. 


not true that land for home building scarce. What true 
that land speculators are making land holding millions acres 
off the market get higher prices (or pricing those acres out today’s 
market, which the same thing different words). 


How many are thinking and planning and working for the 
wonderful world that lies ahead? How many are still planning for 
tomorrow tomorrow would like today? How can hope get 
our full share the tremendous rise the American standard living 
between now and 1980 unless open our eyes and minds and start plan- 
ning for tomorrow’s world? 
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ADVERTISING AND PROMOTION 
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THE GULF BETWEEN MEDIA RESEARCH AND 
AND MEDIA PLANNING 


Paul Gerhold* 
Foote, Cone Belding 


One the delightful things about television the opportunity pro- 
vides, especially parents young children, see again (and again and 
again) the wonderful animated cartoons that remember from childhood. 
all these cartoons there one bit that, matter how often repeated, 
never fails delight me. This the situation where the cartoon character, 
Mickey Mouse, Bugs Bunny, Porky Pig, Farmer Gray, runs madly 
the end cliff. When reaches the end keeps right running, 
his legs thrashing madly space. The bit resolved either two 
ways. continues run until picks another piece ground 
the other side, runs while and suddenly looks down and then 
realizes what doing. this point falls. 


Psychologists who study humor tell that are amused things 
with which can personally identify. suppose one reason this piece 
nonsense amuses that like the process making media 
decisions. process where you take off rapidly from good solid 
ground research statistics. you keep moving fast enough, and you 
don’t look down, you can reach media decision without any real trouble. 
when you look around and realize that you are surrounded nothing 
but thin air all sides that the process reaching media decisions 
embarrassing. 


The purpose conference like this one, suppose, largely that 
can stand aside from ourselves and soberly appraise the soundness and the 
wisdom what are doing. When this, becomes clear that there 
vast gulf between media research and media decision making. 
about this gulf that want talk briefly today. 


The general theme this part the conference “Evaluating Media 
Research.” There are always number different directions from which 
any evaluation can made. can, for example, look thing artist- 
cally. can examine for external appearance, for beauty design and 
elegance line. can study technically. can take apart, 
and see how well constructed, how soundly made, can 
evaluate terms how well fits the purpose expected serve. 


the city Boston may not inappropriate use, analogy, 
the evaluation pair shoes. passing judgment pair shoes 
may look them over for color and style and outside appearance. 
may probe the details the construction, the welts the shoes, how they 


*Paul Gerhold Vice President Charge Media and Research 
for Foote, Cone Belding. has served the research departments 
Lord Thomas and Dancer, Fitzgerald, Sample and Senior As- 
sociate Stewart, Dougall Associates, joined Foote, Cone Belding 
1952 Director Research and was promoted his present position 
1955. Mr. Gerhold holds from Northwestern. 
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are sewn and nailed, and the quality the material from which they are 
made. Finally, can put them and see how well they fit. And 
can use them and see how well they wear. 

Those who are the day-to-day work making media decisions 
are continuously the process trying media research see how well 
fits and, using it, see how well wears. And this what want 
mostly talk about part this evaluation. 

The external form media research superb. comes colorful 
pocket pieces and hard-cover, beautifully bound books. shows its 
face dinners the Waldorf, broadscreen and rear-view projection, 
glowing presentations officiated over excellent salesmen, and media 
advertising great persuasiveness and, often, even greater ingenuity. 

Technically, there still variation the quality media research. 
But the most widely publicized studies are done with fabulously large re- 
search budgets. They are conducted thoroughly professional research 
people, with fastidious samples and with honest and thoughtful questioning. 

The number media studies and services that we, our agency, are 
able dismiss purely technical grounds has diminished greatly the 
last few years. This reflects, suspect, growing recognition the part 
the media industry that stature can built with really fine research. 
Also, large part, results from the contribution the Advertising Re- 
search Foundation and its stubborn insistence high-quality standards un- 
der the direction the man who the chairman this meeting. 


are satisfied the form and the technical excellence most 
media research, still need consider whether really gives what 
need for intelligent media planning. Media planning the process de- 
ciding what media use and how use them. very often hectic 
and confused activity. is, all advertising operations, the one most 
bickering, and eternal compromise. 


Media plans tend conceived atmosphere last-minute des- 
peration. They are born hostile world and presented people who 
not understand how they came into being. 


Show media planner and will show you man whose stance is, 
far too many cases, defensive. will show you man who spends 
much time explaining why certain media great merit and impressive 
research support have not been included his plan does explaihing 
the reasoning behind his own recommendation. 


The reason for this, when you think about it, pretty simple. the 
media field have enough research support oppose the use 
any individual medium. The research carries far enough that 
handy basis for rationalization. doesn’t carry far enough that 
sound basis for decision. 


Only shoemaker can make pair shoes. But anyone who can 
read newspaper, subscribe magazine, tune television set can, and 
does, have opinion what kind media should used advertise 
particular product. And anyone who can read research report can find 
there some justification for his opinion. 
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Perhaps useful take inventory what know now from 
media research. For print media, know the size the single-issue 
audience for number publications. know, for some these pub- 
lications, how the audience the publication accumulates add more 
issues. know, for some publications, the number days which there 
some reading individual issue. And, with publication the Satur- 
day Evening Post Study, know, for this one magazine, the number 
days which average pages containing advertising are exposed. 


have some measurements recognition and recall print adver- 
tising. have figures that represent the percentage the primary read- 
ers publication who, some interval after publication and after read- 
ing, say they can remember having seen particular advertisements. 
have, for limited number magazines, measurements the number 
people who remember advertising that appeared the magazine and re- 
ports the specific visual and verbal material that they remember. 


have, for broadcast media, measurements the numbers sets 
tuned individual programs and data the accumulated number homes 
reached successive broadcasts the same program. have, from 
other sources, information the number people who say they actually 
watched the program. have reports the composition the audiences 
listening radio watching television various stations and various 
times the day. also have some fragmentary information recall 
advertising, derived various times after programs are off the air. 
And know something about the specific pictures and words that these 
people remember. 


For outdoor and transportation advertising have measurements 
the numbers people who pass particular advertisements. And have 
some measurements the number people who say that they can remem- 
ber having seen the advertising. 


This fairly impressive listing. But lest you take too much satis- 
faction from the extent our present knowledge, let quickly mention 
some the things that not know. 


not know how many people have made gain knowledge 
improvement attitude after they have been exposed particular 
piece advertising. not know what broad types media are 
most successful communicating specific kinds advertising messages. 
know the relative effectiveness different kinds space and time units 
communicating advertising ideas and impressions. 


not know how long the attitudes and information communicated 
different advertising media are retained the people whom they are 
addressed. not know the cumulative effect attitudes and infor- 
mation repeated exposures advertising. not know the relative 
susceptibility the audiences different newspapers, different magazines, 
different radio programs, different television shows effective communi- 
cation advertising for different products and different brands. not 
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know the effect the public advertising programs that use single 
medium and those that use combination media. not know how 
much communication medium, media plan, likely accomplish. 


available media research and statistics. bounded the other side 
the hard facts media decisions and media schedules. The name the 
gulf the “Gulf Communication.” 


know great deal about media costs and about media coverage. 
know very little about actual media communication, least insofar 
concerns the communication advertising. 


the field media planning, two types approaches are now quite 
widely recognized. These are generally described, people who adhere 
the opposite orientation, the “slide rule” approach and the “seat-of-the- 
pants” approach. Now there nothing the world wrong either with slide 
rules pants’ seats. The real problem that the adherents one school 
very rarely recognized the validity the approach used the other. But 
the way media planning is, almost impossible justify using strictly 
seat-of-the-pants approach when there are many valuable data avail- 
ble media audiences and media coverage. And yet there justi- 
fication all for assuming that the data now have are, themselves, 
adequate basis for making media decisions. 


The media field one that badly needs philosophy operations. 
needs recognize that the business advertising communicating sales 
producing ideas and feelings through paid mass media. needs research 
build understanding how different media accomplish this communication 
ideas and feelings. 
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MEDIA RESEARCH—A QUALITATIVE 
PERSPECTIVE 
Donald Kanter* 


There are two major dimensions understanding, evaluating, selecting, 
and using media: (1) the economic demographic side, such audience 
size, audience composition, and cost per thousand; and (2) the qualitative 
dimension, the relationship which exists the medium and the aud- 
ience. This is, part, what determines the kind psychological impact 
and receptivity the advertising will create with its audience. The economic- 
demographic side media research has been highly developed. The quali- 
tative side, understanding media’s role creating advertising impressions 
and responses with consumers, not well developed. should be- 
cause, for all know, these qualitative factors could the key greater 
ingenuity spending advertising dollars. With rising media costs and ex- 
treme competition for consumers’ attention, know we’ll have spend 
our advertising dollars more wisely than ever. 


PROBLEMS MEDIA RESEARCH 


This the area want talk about today. I’ve talked lot 
people about this very complicated the course these conversa- 
tions, did lot moaning about how difficult and confusing the whole 
subject qualitative media research was. result those conversa- 
tions found out that everybody moaning about qualitative media re- 
search or, rather, the lack and the need for it. also found out, 
though, that some the best minds the business are doing work in, 
and thinking about, some specific areas qualitative media research, 


People have been working the relationship program content 
the problem creating unique and meaningful brand images. What ed- 
itorial context offers the greatest opportunity for whatever our goals 
are? other words, what television features should use gain the 
most advertising effectiveness for our brand? 


People are thinking and talking about the problems program 
mood (still rough concept) and its integration with commercials. For 
instance, there has been lot curiosity recently about the middle com- 
mercial and whether not has disruptive influence the program 
mood and, consequently, fails its job. 


Then, there the problem determining whether network spot ad- 
jacencies add enough prestige over late night spots warrant the cost 
differential. this connection, there has been lot speculation 


*Donald Kanter Director Creative Research for Tatham-Laird, Inc. 
For the past two years, has been charge lecture series ad- 
vertising and marketing the University Chicago. Prior that, 
worked Gould, Gleiss, and Benn Director Motivational Research, 
becoming Vice President 1955. has also been staff psychologist 
for Social Research, Inc. Mr. Kanter received his Ph. 1953. 
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whether people will retain more from the late commercials (because it’s 
close bedtime) whether the curve advertising retention unaffected 
the time night commercials appear. 


People are also concerned with the use the star the show build 

distinctive brand image and move merchandise. How, for example, 

you use Wyatt Earp, Gracie Allen, Groucho Marx increase your adver- 

tising effectiveness? Obviously, these people mean different things their 

audience. What these meanings are and how take advantage them 
product presentation intriguing, important problem. 


People are concerned with multiple sponsorship. What about the 
dilution their advertising impact which comes from owning small share 
big show? What actually know about this problem adver- 
tising dilution? instance, better for big advertisers put one 
brand one show have few brands the same show? course, 
the same problem applies print. 


People are wondering about how use the comics. terms pres- 
tige authority, are the comics too frivolous? really don’t know. 
People are also wondering whether ads fashion books can really upgrade 

dime-store 
People are thinking about whether would pay off run different ads 
different magazines tailored different audiences. course, there are 


increased costs with new plates but nobody really knows whether not 
tailoring the the medium and its audience will economically justi- 
fied and under what conditions might and might not be. 
Still another area which important media planning understanding 
the social and psychological differences between readers and nonreaders 
various magazines newspapers. What are the unique emotional and 
practical rewards, any, which readers get from magazines? There 
are some obvious differences here, such those between True Story 
readers and New Yorker readers; but what are the differences, they 
exist, between readers, say, Life, Look, Saturday Evening Post, and 
Readers’ Digest? 
The relationship between the mood and psychological rewards created 
their audiences different magazines, might guess, affect the way 
people will react advertising messages all kinds. other words, 
order produce the strongest ads ought know how members 
various media audiences “see” the things they read look understand 
the effect the context the message their receptivity. 
There the problem getting opinion leaders various social 
How it? Which medium vehicle can reach opinion 
leaders all levels consumer expenditures and consumer 
have just mentioned few the important problems, essentially 
qualitative nature, that most professionals are worried about. There are 
many, many more, all know. not going talk about any spe- 
research techniques methods which might about getting 
some insight and understanding into these problems. would prefer, in- 
stead, ask this question: there any central thread running through 
these problems? What really want know about the relation- 


ships between medium and its audience terms how response and re- 
ceptivity for advertising messages are 

think the answer partly this: want know what every top 
magazine and newspaper editor and producer knows; want get 
right inside their heads. want find out how they gain rapport with 
their audiences; want know what they know intuitively about reach- 
ing people their selective use editorial program material. 


friend, Les Delano, man who makes media decisions all the time, 
tells tries get the editorial side, the editors and producers, 
find out what they are trying put into people’s heads. tells this 
tremendous help choosing and using media wisely and that val- 
uable well for the agency creative people. 


The late great editor, Harold Ross the New Yorker, good case 
point. Here was nontheoretical guy from Colorado mining town who 
built magazine which communicated very special kind urban 
sophisticate. knew through intuition exactly what put his maga- 
zine which would appeal certain kind person. knew just how 
select his material that would have meaning and importance 
audience which was composed people with certain kinds economic, 
social, and personal desires. 


Take another example, Red Smith. Here newspaperman and sports 
writer who has gained tremendous rapport with his audience sports lovers 
and nonsports fans because great communicator. seems know 
how reach people all kinds although deals with subject matter 
which has varying degrees interest for his readers. Smith, sure, 
knows intuition what say and when say order reach his 
mass audience. 


Obviously, there are many other examples. point that editors 
and producers with that sixth sense what fitting and appropriate for 
given audience know something that the advertising business ought 
know. They have, you please, psychological grasp how use 
their special media produce powerful effect. The circulation figures 
tell them whether they are right wrong, just our sales figures tell 
whether are right wrong. 


NEED FOR RESEARCH 


quite apparent that cannot hire editors and producers all 
our advertising planning. This where research can and should come in. 
But first, avoid unproductive hypotheses mediated sterile theory, 
should try understand those knowledgeable intuitions that editors and 
producers have about the special use their media. should try under- 
stand the nature the relationship these people have with their audiences. 
should try, for instance, understand what happening the same 
person when watches “21” and when watches “Gunsmoke.” The point 
that the producers probably have some pretty good ideas hunches about 
what their audiences are getting from these shows. 


seems this good jumping-off place for systematic, imag- 
inative, and useful theory how use our media better; that is, what 
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the editors and producers know and could tell would valuable 
formulating theory advertising communication. could understand 
the influence the so-called qualitative factors the perception ad- 
vertising, could expose, quantify, and verify these factors, might 
some day get point that Professor Sandage mentioned. suggests 
might find out enough about qualitative audience factors develop equa- 
tion which would help modify and qualify our media cost structures 
well help the actual selection media. 


find out enough about the influence qualitative factors the 
reader and viewer supplement and augment the economic-demographic 
tools now use have identify the relationships which exist be- 
tween the advertising message, the medium use, and the audience which 
hears sees it. other words, have look our sales message 
within the context particular program, magazine, newpaper terms 
the attitudes and feelings the audience has towards the medium and the 
product. And then have research these hypothesized relationships, 
these qualitative relationships, with quantitative techniques. 


opinion, have not looked hard enough creatively enough 
all these factors one time with appropriate tools and concepts. The 
analysis these interrelationships, believe, could the next big break- 
through our understanding and intelligent use media. The next 
years will tell the story. 


closing, want suggest two things: Let’s talk editors and 
producers get some intuitions and hypotheses upon which can base 
theory, verified, media usage. Let’s pinpoint and organize what 
these people know and feel about their job reaching special audiences 
through their materials. Let’s get their knowledge human nature 
affects their program and publication concepts. 


Then let’s get organized—the universities, the media, and the agen- 
cies—to start attacking theoretically and empirically the problem 
understanding the influence advertising the qualitative factors 
media. 


The ARF Audience Concepts Committee good example what can 
done cooperative effort, has already been pointed out, thanks 
that group now have standards and tools which everybody recognizes and 
uses certain areas media evaluation and research. There still lot 
done here, too; but, good start has already been made. 


ought the same thing with the qualitative side media. 
should develop theory, appropriate methodology, and even vocabulary 
talk about this whole area. think the time near when can stop 
flying completely blind and start the long but rewarding process learn- 
ing through systematic research mediated imaginative insight. 
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RESEARCH—THE BASIS FOR NONBRAND 
MARKETING 


Shelby Robert, Jr.* 


American Dairy Association 


The dairy farmers this country for the past several years have been 
producing about more milk than consumers will take. This has 
been brought about many technical changes milk production. Fewer 
cows fewer farms are producing more milk. Feeding methods have im- 
proved and more sanitary methods handling farms have been developed. 
Better breeding methods have also helped. 


Along with technical changes have come many important mar- 
keting changes. The retail store has become supermarket which cares 
little about selling any specific product. The retail dairy trucks carry many 
nondairy items. New competitive products have arrived and have become 
accepted. The consumer has changed her consumption pattern. 


The dairy farmer has also changed his traditional concept market- 
ing. One outgrowth this change was the American Dairy Association, 
supported some 750,000 dairy farmers who realize that the future 
their business dependent expansion the market for their prod- 
ucts. They recognized the need for the use business methods their 
marketing activities. 

The American Dairy Association exclusively dairy farmers’ organ- 
ization, that is, the only membership, the only contribution funds, comes 
from the man who milks cows. contributes his money the association 
for the purpose expanding consumption milk and dairy products or, 
strictly economic terms, assist increasing the demand for dairy prod- 
ucts. The dairy farmers’ contributions the association are made 
the basis cents per hundredweight milk sold. The American Dairy 
Association conducts advertising, merchandising, public relations, and 
research program for the dairy farmer. 


Our budget this year amounts almost million, which 85% ded- 
icated advertising and merchandising. brief, our advertising program 
involves sponsorship portion the Perry Como show and comprehen- 
sive program print advertising national magazines, including Life, 
Look, Better Homes and Gardens, Ladies’ Home Journal, and number 
smaller magazines with special purposes. addition, have large 
program ROP color advertising and newspaper black and white 
supplement areas where ROP not available. use Sunday supple- 
ments many areas and are again using radio medium for the 
first time about two years. Our public relations program includes public 


*Shelby Robert, Jr., has been Director Marketing Research for the 
American Dairy Association since 1955, Prior joining the American 
Dairy Association, worked economic and market research for the 
Department Agriculture. Mr. Robert has degree from 
Mississippi State and from Louisiana State. done 
work agricultural economics the University Wisconsin. 
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relations advertising, comprehensive service food editors newspapers 
and magazines, and general public relations program developed with the 
industry, the press, and the public. 

have, then, relatively large marketing program. the nearest 
thing complete marketing program within the dairy industry, and 
yet have product sell directly the consumer. have 
sales analyze, have salesmen report back complaints prod- 
ucts, nor have any sales territories measure. 


The biggest part our program applied the promotion fluid 
milk; another large part expended butter. Smaller parts are spent 
ice cream, cheese, evaporated milk, and nonfat dry milk. This indicates, 
course, that the size our program not large one would think 
the bare figures because divided the six basic products with which 
are concerned. estimate over $100 million are spent brand ad- 
vertising dairy products, are really small part. 


much for what are and what do. know that you are more 
interested the how and why our operations, and therefore the remainder 
this discussion will limited these areas. Because its importance 
and complexity, would like use fluid milk example. 


Almost one-half all milk marketed farmers ends being used 
fluid milk. This milk delivered bottles cartons the con- 
sumer her back doorstep through retail stores. Fluid milk the 
dairy farmer’s most important outlet for his product. Not only does 
account for the largest volume market for his product, but demands 
premium price for his product. Fluid milk also one the hardest products 
imaginable advertise and merchandise. has low consumer interest, 
terribly righteous, least 85% all homes have hand any given 
time, and consumers know practically everything, least they think they 
do, about the use the product. After all, they have been consuming 
ever since they were babies. 


Somewhere between $50 million and $60 million spent annually 
advertising fluid milk brand basis the United States. This 
quite different advertising from that the American Dairy Association. 
The brand operation working market where almost every house- 
hold has the product available. Except where the brand distributor over- 
whelmingly dominant the market, his basic competition some other 
brand fluid milk distributed some other fluid milk dealer. This 
means that his basic endeavor attempt increase his share the 
market, not necessarily expand the total market. The American Dairy 
Association, the other hand, only interested the total consumption 
per capita. Our competition not another brand, but other beverages 
foods the case may be. 


This means that necessary for the American Dairy Association 
have better insight into the consumer’s thinking about the product and 
its use, well that competitive products. This forces use re- 
search describe the product image and changes the product image 
which might come about through time. 
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Here brand and nonbrand marketing take entirely different roads. 
There are, course, exceptions. For the nonbrand marketer the program 
has have specific purposes targets which are aimed toward inner con- 
cepts which the consumer may have the product. are not care- 
ful, can easily obtain the wrong reaction from the consumer. This 
places additional burden market research assure that will get 
the desired reactions. have learn the purpose, describe the targets, 
discover these important concepts through marketing research. must 
test validity through evaluation efforts. 


The American Dairy Association program was quite small before 1953. 
expanded program advertising, merchandising, and public relations 
was adopted that year. The management recognized that was necessary 
have good marketing research background upon which build the 
expanded program. Thus, 1953 was the beginning market research 
the American Dairy Association. 


One the first steps was try define rather complete market 
profile our product terms who consumed milk, where the heavy 
consumers lived, where the light consumers lived, the age housewife 
high consumers and low consumers, where they bought milk, and gen- 
erally where our market was and how was distributed. Further, 
wanted know why people acted they did toward milk and what they 
thought milk general. wanted try find out the basic under- 
lying motives milk drinking, how deep these were, and what our basic 
psychological problems were expanding milk consumption. have con- 
ducted seven national opinion and attitude studies since 1953 and have 
the eighth study ready for field work now. addition, have under- 
taken number distribution studies. have studied the restaurant 
use dairy products, the retail store manager’s attitude toward selling 
dairy products, and have just completed study milk dealers and 
their activities milk selling. have employed some the best mar- 
ket research services available our work. have also worked 
closely with the U.S. Department Agriculture and number the agri- 
cultural colleges. These basic studies have been supplemented smaller 
studies merchandising activities, using test approaches several in- 
stances and many smaller studies the opinion and attitude area. 


would now like indicate some our problems and how devel- 
oped some our advertising through the last few years. This will indicate 
how research results have guided these directions. 


about 1950 nationally distributed magazine, said, “Invitingly 
Yours” and showed glass milk. This, course, did not offer any sug- 
gestions why was desirable necessary drink milk, nor did 
present situation which was desirable for drinking milk. purely and 
simply showed the product with real fancied motive for drinking milk. 


When started our research program 1953, found that con- 
sumers knew great deal about milk; all what they knew, however, 
had with the health values milk. They said that these health 
values were quite important them and that advertising claims based 
health advantages, particularly “good for bones and teeth,” “supplies the 
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body with energy, good for digestion,” were believable them. 
the other hand, later studies, found that these were not acted upon 
even though they were important the consumer. the meantime, 
developed series ads, some which you may have seen Disneyland 
and print, based five basic health appeals. These included: 
“feel better,” “sleep “relax” “lose weight”, and “end calcium 
starvation.” Each these, course, important terms nutrition, 
but found that the consumer looked upon these things patent medi- 
cine approaches and that they would not act these bits sound advice. 
started investigating more thoroughly the psychological and social 
implications involved milk drinking. also attempted find out 
what kind profile milk had the minds people. Did they look 
were involved the building the kind advertising which have 
been using for the last two years. 


also developed two basic concepts which appear each our ads. 
First, found that those people who consume three glasses milk day 
account for only about 10% the total milk drinkers, but they account for 
almost 50% the total milk consumed. Therefore, use all our adver- 
tising “Drink Three Glasses Milk Day” with the intent getting 
more people drink more milk. felt could influence those who 
drink milk more easily than those who not drink milk. The second 
aimed the adult market, “You Never Outgrow Your Need For Milk.” 


learned from series investigations that consumers look 
milk somewhat food. addition, realized the large use milk 
ingredient cooking. This connotation also carries over the food 
attitude toward milk. Another factor leading the food image the use 
primarily with meals. felt that was necessary develop ap- 
proach milk advertising which would sell milk beverage and would 
fit into the context present and potential additional use milk. 


1955, started series ads, which have called our “Re- 
fresh With Milk” series. 1956 with the addition people product 
came with some pretty good ads. They showed the kind social 
acceptance which wanted far the kind people who might drink 
milk; they also showed some the real advantages from the health stand- 
point for drinking milk and the reason why. Through further investi- 
gations, however, found that these ads did not far enough terms 
specifics refreshment. found that refreshment may mean all things 
all people. fact, may mean different things different occasions 
the same person; went deeper into this subject and decided was 
necessary come with more specific appeals using the basic refresh- 
ment theme. Therefore, the ads which appear this year show, addition 
“refresh,” “Milk Makes Energy.” 


Our research has indicated number problems which have 
our attempt expand consumption milk. 


Milk drinking declines with age. lose about one-half our 
market between the age and 20. This has dictated our ap- 
proach our market well the media which have chosen. 
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milk, must expect expand the adult market. 


have learned that about 80% all milk consumed consumed 
beverage. feel that further expansion milk consumption 
will come through additional beverage consumption milk, prima- 
rily between meals. 


have learned that the consumer has basic food image milk. 
This have try change are really expand, large 
measure, consumption milk. 


The social acceptance milk beverage relatively low, con- 
sumers choose milk less frequently restaurants than they 
home. They consume milk more home than they away from 
home. This has dictated the method presentation our ads and 
the pictorial treatment the product and people using it. 


Even though health important consumers and they are aware 
the health benefits milk, beverages are not selected the basis 
health benefits; they are selected the basis general enjoy- 
ment factors, taste, and refreshment. Therefore, must stress 
these points increase consumption. 


All these points, course, have been taken into account the evolu- 
tion our ads from 1950 our 1958 program. Further advances will 
shown the 1959 program, but the basic direction has been selected the 
basis research results. 


Your chairman asked touch briefly another unusual part 
our use research results. Our activities are successful only someone 
else sells milk. This means that can get someone else the dairy 
industry use our research results improving their marketing activity, 
are accomplishing our job. another objective our research 
provide better knowledge help each industry segment sell more products. 
Further, the use reasearch results makes easier explain why 
particular decision was made. also makes easier explain why 
particular approach was suggested. 


This means additional responsibility market research our or- 
ganization. means that have careful our appraisals re- 
search method since the method used others who may not accept 
our statements limitations adaptability the research results. This 
where our responsibility professional market researchers becomes 
little different from that individual firm. The use others places 
this additional responsibility us. The results our research are 
ally published. distribute the results our basic research all the 
organizations the dairy industry that feel can use the material. 
large part our staff time spent answering requests for market in- 
formation the industry. This again based our research and ad- 
ditional statistical information available through various governmental 
sources. These, however, are the ways which we, through research, serve 
our industry attempting indicate means market expansion. 
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One word explanation. are not organization run research. 
The functions the creative man the advertising executive are not en- 
croached upon, can research only provide the assistance further 
the creative man’s imagination coming with the right interpretation. 
The marketing executive still has make the decision. can only as- 
sist him furthering his chances making the right one. The function 
research does not differ brand nonbrand operation. The major dif- 
ference that research adds other knowledge from sales and from other 
sources brand operation, whereas the nonbrand operation entirely 
dependent research findings for its facts. 
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MERCHANDISING FOOD PRODUCTS 
Irving Rabb* 
Stop Shop, Inc. 


The food business the world’s biggest business. the 
lives all people. has many facets, many problems, and subject 
constant and rapid change. 


During the years that have spent this business, food distribution 
has undergone complete revolution. When first started, 1935, new 
phenomenon had just appeared, new low-cost method selling foods 
known the supermarket, and now, relatively few years later, through- 
out the entire country the supermarket accepted, like the post office 
the drug store, part our everyday life. 


Two years ago, the International Exposition Rome, supermar- 
ket was set part the American exhibit attempt our 
propaganda experts impress the millions visitors with characteristic 
feature American life. was sensationally successful that the same 
experiment was repeated year later Zagreb, Yugoslavia, with even 
greater response. You may remember, also, that last fall, her brief visit 
the United States, England’s Queen Elizabeth made special point 
visiting supermarket Maryland see firsthand how Americans pur- 
chase their food typical supermarket fashion. 


The supermarket has become beyond question thoroughly American 
institution, integral part our living reaching all everywhere, just 
truly ours the New York Yankees Congressional investigat- 
ing committee. Any discussion, therefore, food merchandising involves 
new look what going supermarkets, what significant 
changes are taking place that never-ending process making available 
the American consumer greater variety better quality foods more 
convenient form and with less and less waste distribution. 


The merchandiser foods, the supermarket operator, has, broadly 
speaking, two main problems: first, attract customers his store 
large numbers and keep them coming back day after day week 
after week; and second, sell these customers much can 
what they want need and much more can induce them buy 
such mixture that can have enough profit pay his operating costs 
and retain small fractional share return his investment. This 
must done within the framework highly competitive system 
ing thousands operators, small, medium, large, and gigantic, all striving 
get their share and, possible, just little more their local, regional 
even national markets. 


*Irving Rabb Executive Vice President and Director Stop Shop, 
Inc. Mr. Rabb presently Director Super Market Institute and 
Director and Vice President the National Association Food Chains. 
received his from Harvard College and took his graduate training 
the Graduate School Business Administration Harvard University. 
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give you idea the nature this competition and illustrate 
rather forcefully the extent which food distributors are going attract 
customers their markets, have brought with group newspaper 
ads that appeared simultaneously the Boston papers April 30th and 
May These ads were not hand-picked prove point; the same con- 
ditions could found almost anywhere the present time. The names 
the companies are unimportant. The significant point that they are the 
five leading supermarket operators this area, all engaged primarily 
the merchandising food products. Though company one those 
display, will try maintain complete neutrality and not take advan- 
tage this platform for any commercials. 


All these companies merchandise food aggressively, carrying wide as- 
sortment all kinds food, dry and perishable, and, varying degrees, 
some the newer nonfood items that have become part the supermar- 
ket picture. Each, its advertising, offers weekly weekend “Spec- 
unusually good values; but something bigger and better has been 
added, and this new ingredient that would like focus our 
attention. 


The first company (Star Markets) offers “Golden Tape” plan with 
wide assortment gifts available free customers who save their cash 
register receipts. further inducement offered customers awards 
prizes those who compete successfully Carlo game broadcast over 
local radio station. Almost too insignificant mention the offer 
free automobile given away one community part new store pro- 
motion. This all addition the regular weekly merchandising plan. 


The second (Elm Farm) that company giving S&H green 
stamps with all purchases and this particular week running Magic 
Carpet promotion with 252 free prizes, which one free trip for two 
Paris. There are also free French automobiles for two lucky winners. 

The third that company (A&P) that offers regular give- 
away prizes but concentrates primarily price merchandising. two 
particular areas, however, where they were faced with the added pressure 
new competitive markets, they are offering their customers op- 
portunity win chance new automobile each store. 


The fourth that company, the largest those under discus- 
sion, that has stamp tape plan but carrying 12-week pro- 
motion major proportions with thousands prizes, totaling over $200,000 


value, the lucky winners their game, modification 
Bingo. 


Finally, the fifth that company giving Top Value trading 
stamps for all purchases and this particular time running major pro- 
motion offering free trip for two the World’s Fair Brussels, other 
prizes, and sizable list items sharply reduced prices. one area, 


connection with the opening new store, $1,500 worth free gifts 
are offered prizes. 


Let not forget that each these companies also offering ag- 
gressive program food merchandising, based primarily quality and 
price, 
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What happening the food distribution industry? Why 
supermarket operators, basically food merchants, resort such widespread 
use give-away promotions, gimmicks you please? What has happened 
our straight-line merchandising methods, our emphasis quality, va- 
riety, convenience, and low-cost distribution, the magnetic appeal price 
which gave our first real impetus? Let examine the circumstances 
that have led this present-day condition. 


Originally, the 1930’s, the supermarket itself, with its selfservice, 
and large comparative area, and low prices, was enough inducement 
for people come from some distance automobiles, taking advantage 
the parking area. The customers came primarily from the smaller chain 
and independent stores, most which were built the 1920’s and early 
located without parking facilities congested areas. The physical 
advantages and price advantages this lower cost method distribution, 
time when the general level income was low, brought immediate suc- 
cess supermarkets. 


the chains determined, the early 1940’s, get into the super- 
market business and relocate into larger markets with parking areas, 
the advantage the original supermarket facilities Supermar- 
kets were now competing with their equals. 


During the war years, there was little growth; was the 
postwar years that the real battle the supermarkets began. whole 
new set conditions arose: America was more and more wheels, people 
moved from new communities the suburbs, personal 
income rose rapidly, population grew accelerated rate, the demand for 
the better things life grew, and the people had the means satisfy 
these demands. 


From coast coast, supermarkets were built the thousands, 
chains and independents alike—larger stores, more parking, air-conditioned, 
decorated professional color experts— offering greater and greater va- 
riety better quality foods. 1956, single supermarket competed with 
two other stores; 1957, was competing with three. one year, 1956- 
1957, the percentage supermarkets with direct competition their 
trading area dropped from 47% 11%. some communities, the number 
supermarkets grew even faster than the growth population. these 
developments took place, competition took faster tempo. Conven- 
tional food merchandising was not enough. New promotional devices, gim- 
micks all kinds, were introduced entice customers from competing 
stores. protect themselves from loss customers and business, oper- 
ators fought back with their own promotions—give-aways, coupons for 
free merchandise, contests for prizes, and any number similar ideas. 


Actually, this idea was not new. Consumers have historically always 
responded something like this when interests them and represents 
value and brings touch romance job that otherwise could rather 
mundane and colorless. Premium deals have been tied the grocery busi- 
ness almost since its inception. Vendors for years have drawn attention 
their products appeals children (who picks out the cereal your 
house?), women who could get any number gadgets with few box 
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tops, and the whole family; some you have been around long enough 
remember what could had for soap coupons. 


Six seven years ago, the most powerful the gimmicks was re- 
vived, trading stamps. After lying dormant the food industry for about 
quarter century, they suddenly became live issue, spreading rapidly 
from coast coast. The fight against stamps brought more and more gim- 
micks into use and more stamp companies into being. Price alone was not 
sufficient compete successfully against stamps except rare instances. 
Some type “extra” necessary avoid serious loss business and 
resulting decline profit. And now see “extras” added the 

recent survey five supermarkets small eastern city indicates 
that “Supermarket firms are spending vast amounts money buy cus- 
tomers rather than building customer loyalty, which becoming vanishing 
commodity. Economy not all housewife seeks. The way which 
store satisfies the needs customer person and personality will 
determine the image that store her mind. have found that when 
your store image matches the shopper’s psychological needs, you will have 
loyal customer. Most shoppers are eager develop attitude loy- 
alty toward particular store and she cannot find store which gives 
her sense belonging, she will remain floater unwillingly patronize 
the store that can only satisfy her budget.” might add, the store that 
offers the most attractive gimmick. 


Gimmicks help build business but they are not permanent substitute 
for the fundamentals that build success. They are, speak, the 
tablet which alleviates pain temporarily. The battle for success, even 
survival, will fought, not give-aways, which may help, but the 
basis location, ease parking, type and atmosphere store, value, 
which combination quality and price, and type and attitude per- 
sonnel. 


While gimmicks will help get people into store, what happens after 
the customer comes into the store will help determine its eventual success 
and profitability. long these added attractions work successfully, com- 
panies will use them, many self-defense. They will become regular 
cost doing business, such rent and utilities, and more and more 
are used more companies the costs will tend equalize. The burden 
meeting these costs and maintaining competitive position the 
shoulders the merchant who deals with the customer once she has been 
attracted the store. This the point which his merchandising and 
operating ability really put the acid test. 


What happens when customer arrives supermarket? longer 
does the proprietor greet her name years gone by; much too 
busy with his many problems operating his larger store know his 
many customers. The chains must also provide other means replace this 
personal attention. Starting with the spaciousness and convenience the 
parking space, there are many features, both tangible and intangible, that 
can influence the customer her feelings toward the store and the way 
She buys. Often she unable articulate her reasons for liking not 
liking particular store. Several years ago survey was made New 


Jersey determine where customers area shopped and why. Many 
patronized particular market, giving their reason the factor conven- 
ience. look map indicated that they passed least two markets 
route, which would have been more convenient. The chances 
are that they really did not know why they had preference; their reasons 
were undoubtedly more emotional than rational. For this reason, there 
great emphasis atmosphere modern up-to-date store—the use 
soft, feminine colors; background carefully chosen musical selections; 
real effort have friendly, warm attitude the part the store per- 
sonnel, particularly those few areas where the customer receives direct 
service. 


There also great deal care the more tangible items—the 
rangement the many departments, the appearance merchandise 
display, particularly fruits and meats where appetite appeal has great 
influence purchases, and, course, the basic fundamentals quality, 
variety, and price. All these factors affect both the quantity and type 
merchandise customer buys and, even more important, contribute the 
totality the shopping experience which may may not make her want 
come back. This the other side the coin, holding the customer 
once she has been attracted. 


Before World War II, people spent 23% their income for food. Ten 
years ago, the same foods cost 20% their income. The same market 
basket can purchased today’s prices for only 17% income. Con- 
sumers apparently have found food attractive that, instead reducing 
the share income devoted food, they have actually increased it. 
cording preliminary estimates, 26% income was spent food the 
first quarter this year, least 50% more than necessary maintain 
prewar standards convenience and diets. 


The customer wants sold; she has both the desires and the means 
satisfy those desires, happy combination for the alert and intelligent 
supermarket operator. 


Shopping lists are not numerous days gone by; many the 
decisions for purchases are made the point sale and additional un- 
planned purchases are made impulse. Exposure and appetite appeal 
have strong bearing what bought. 


The gross profit operation determined not only price but 
also the relative movement the various commodities. put these 
facts together, obvious that skill merchandising within the store 
has decided effect both the sales and profits any particular loca- 
tion. 


Don Parsons, Executive Director the Super Market Institute, 
made these observations article last month Food Business Maga- 
zine: creative sales function more than giving the customer what she 
wants. spending the time, the money, the effort discover how 
enrich her life uncovering new kinds needs and desires. Certainly 
the women 1987 did not clamor for prepackaged meats and prepackaged 
produce. Women were not revealed surveys want their packaged 
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health and beauty aids convenient hand when they were shopping for 
food, women did not ask for air-conditioning and wide aisles and color. 

“They did know that they wanted low prices and better quality and 
freedom choice. And the supermarket provided all these things—and 
many more. 


“It the job the supermarket meet, discover, create new 
needs.” 


said earlier that one the objectives the supermarket operator 
sell his customers much can what they want need and 
much more can induce them buy such mixture that can 
make fair return his investment. start with large variety, 
more items than were ever carried before, and the number increasing 
daily. The departments are planned for the customers’ convenience with 
ample space for complete and appetizing displays. The merchandise 
placed display amounts consistent with turnover for both sales and 
operating effectiveness, with greater prominence and preferred position 
the items are most anxious sell because their profitability, be- 
cause our own private label, which meant give complete satisfac- 
tion lower cost the customer, but more markup for us. 


Since exposure customers prime importance, profitable merchan- 
dise displayed near demand lines take advantage the traffic that has 
been created. For example, display health and beauty aids the pre- 
ferred locations above soap powders, which are high-demand, low-profit 
items, housewares over cereals, similar situation. 


From time time, studies are made traffic patterns customers, 
indicating exactly what parts the store are shopped individual cus- 
tomers under observation. From the findings, attempt learn what 
the best positions are for various commodity lines and how the movements 
are affected changes location. 


The supermarket real democracy; there real freedom choice 
with direct selling. But have learned that purchases can influ- 
enced substantially display techniques. have also learned that, while 
there have been many opinions expressed, there very little fact available. 
This area merchandising research supermarkets fertile field for 
much further study, with substantial sales and profit rewards new 
and better methods are deveioped. 


Finally, let take brief look the future, the few years immed- 
iately ahead. opinion, there likely little revolutionary 
change the next five years. Supermarkets will continue explore and 
develop nonfood items for more sales and gross profit needed because 
increased competition. are, however, primarily the food business and 
would well concentrate mainly that area. 

Producers will continue work ideas that give the consumer more 
what she wants. There likely more lean pork due new 
strains and new feeding methods without sacrifice quality. The same 
will true cattle—more beef, less waste fat. 


There will more convenience items, partially completely prepared, 
with minimum work necessary for the housewife. These will 
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available all forms—fresh, frozen, canned. Hundreds new items 
become available every week, far more than the capacity our shelves 
hold. 


There will undoubtedly improvements handling procedures that 
will make possible cost reductions more effective selling methods. When 
process developed wrapping film discovered control shrinkage, 
discoloration, and bleeding meats, there likely more centralized 
prepackaging, which would substantially affect costs. fruits and vege- 
tables also there will more and more preparation consumer packages 
put either the source central plants. This has been done already 
with potatoes, carrots, radishes, and celery, well some 


this age Sputniks II, and III perhaps the progress food dis- 
tribution America has had too little attention. have great pride the 
performance our industry, the constant improvement have made 
provide more for all. The study and intelligent work done individual 
companies, producers, and manufacturers, often with the active cooperation 
the Department Agriculture, sparked the intense competition within 
our industry, will continue, sure, improve and refine our system 
food distribution that Americans will continue the world’s best-fed 
people. 
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PUBLIC RESEARCH FOR SUCCESSFUL 
MARKETING 


Harry Trelogan* 


U.S. Department Agriculture 


Agricultural marketing, the oldest our marketing enterprises, still 
attracts the focus public interest. The economic status the 12% 
our population still living farms dependent upon success marketing 
farm products. Over million employees depend upon the agricultural 
marketing system for livelihood. The nutritional welfare some 160 
million American consumers dependent upon agricultural marketing. 
Underlying consumer dependence are safety and economic considerations, 
both which present new and different problems accompanying techno- 
logical advances farming well marketing. 


Like farmers, most those engaged marketing 
have been essentially small businessmen. Unlike farmers, middlemen be- 
tween producers and consumers have traditionally been viewed askance. 
Since the rise exchange and the mercantilistic school thought, reliance 
has been placed upon restriction these people the public interest. The 
Physiocrats went far class them nonproductive, reserving the 
designation producers farmers. While economic theory has progressed 
much, taking cognizance the contributions market agents time, 
place, and form utilities, well accepting the validity possession 
ownership utility, ancient attitudes toward marketers persist. 


this country the adoption the Meat Inspection Act and the Food 
and Drug Regulation 1906 were not merely the results two decades 
crusading the U.S. Department Agriculture chemist, Dr. Harvey 
Wiley, augmented the brilliant penmanship Upton Sinclair his 
book, The Jungle. They were the culmination literally centuries con- 
cern with food-quality chiselers who were not above jeopardizing public 
health. Opportunities for malpractices were substantially widened the 
growth technology leading specialized food production 
ing, accompanied increased dependence upon interstate and interregional 
trade. These developments created need for more adequate controls. 
Between those days and now, when compulsory inspection dressed 
poultry being introduced recently developed technologies broiler 
chicken and turkey production are assuming dominance, number 
similar regulations have been found necessary insure the safety con- 
sumers. Continued development convenience goods will doubtless 
lead more the same. 


*Harry Trelogan Director Marketing Research, Agricultural Mar- 
keting Service, Department Agriculture, and President the 
American Farm Economic Association. also member the faculty 
the Department Agriculture Graduate School. Since 1938, Mr. 
Trelogan has served several government agencies. received 
from West Virginia and and Ph. from the University Minnesota. 
the author Agricultural Market Prices. 
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Feelings need for economic protection against middlemen are simi- 
larly rooted the past. George Washington expressed such attitude 
early our own history. 1778 wrote friend: “It gives great 
pleasure find the Whigs your State well disposed second 
your endeavors bringing those murderers our cause (the monopolizers, 
forestallers, and engrossers) condign punishment. much la- 
mented that each State long ere this has not hunted them down the pests 
society, and the greatest Enemys have the happiness America. 
would God that one the most atrocious each State was hung 
Gibbets upon gallows five times high the one prepared Haman.” 


More pragmatic evidence concern found the adoption such 
regulatory measures the Interstate Commerce Commission 1887, the 
Sherman Antitrust Act 1890, the Cotton Futures Act 1914, the 
Packers and Stockyards Act 1921, and the Commodity Exchange Act 
Farmers were accorded special consideration such measures, 
evidenced the Capper-Volstead Act 1922. Cognizance was also taken 
the impact labor unions marketing the restictive measures 
the Hobbs Act, enacted 1934. 


Although all these types actions have the ultimate objectives 
freeing trade and facilitating instead impeding commerce, they 
negative approaches the objectives that they place limits upon activities 
individual entrepreneurs. approaches have also been intro- 
duced providing services useful participants agricultural market- 
ing. Among these have been the crop and livestock estimating services 
and market news services, measures designed increase the adequacy 
information available all buyers and sellers. The provision federal 
standards and grades has likewise contributed better identification and 
greater homogeneity products. Such public services have been intended 
foster and maintain conditions simulating pure competition which ma- 
jor reliance has been placed protect farmers and consumers against 
economic exploitation. 


RESEARCH, POSITIVE APPROACH 


Agricultural marketing research conducted public agencies may 
regarded further extension the positive approach facilitating com- 
merce trade products originating farms. Unlike regulatory and 
service programs that are adapted existing market structures and in- 
stitutions tending perpetuate them and inhibit change, research con- 
ducive change. The authorizing legislation clearly states objectives 
bringing marketing the benefits science acquiring new technologies 
and aiding market participants adjust the impacts these new 
developments gain greater efficiency moving products from farms 
consumers. essence, means for assuring the public progress 
marketing that will redound the benefit producers and consumers 
well market operators. 


Consumers today have little need for concern about finding ade- 
quate supply agricultural products available them. The amount, var- 
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iety, palatability, and attractiveness today’s food have never been sur- 
passed. Fresh food products can bought towns and hamlets through- 
out the Nation, any season, with complete confidence their whole- 
someness. Incomes are sufficient permit the exercise wide discre- 
tion selecting what bought. Conditions are such that the prevention 
obesity rivals food shortages national food Malnutrition 
likely attributable improper food selection lack means 
obtain ample and adequate foods. 


Under today’s circumstances the consumer more apt worried 
about the impact his food expenditures his ability spend for other 
goods and services. Increases prices foods that are bought regularly 
tend make greater impression than comparable increases items that 
are bought only occasionally. Moreover, the prices paid for additional ser- 
vices and conveniences associated with foods tend obscured and 
attributed the foods themselves. Packaging costs are prime 
example, especially when the alternative buy the unpackaged products 
removed. 


The farmer, the other hand, has occasion wonder whether the 
food salesmen are getting the full share the market for his products. 
Has food become residual item the family budget, with the amount 
spent being determined what left after installment payments for 
durable goods, homes, clothing, and recreation have been taken out the 
pay checks? the same time, with cost convenience inextricably 
bound foods, must also regard many the food services competi- 
tive with his own products for the consumer’s dollar. questions whether 
the food sales agents are competing successfully with salesmen for other 
goods and services and whether disproportionate share the food sales 
effort directed the accoutrements. 


GROWTH MARKETING COSTS 


The fact that charges for selling foods grown American farms 
domestic consumers have risen rate exceeding $1.5 billion year since 
1940, 400% the last years, bound impressive, With 
the news appearing newspaper headlines each successive month that 
costs living have reached new peaks, and with the knowledge that food 
carries relative importance nearly 30% this index, curiosity nat- 
urally aroused. Consumers note that the high records are reached come 
prosperity recession, and farmers note that they occur despite significant 
declines the prices farmers receive. The circumstances revive age-old at- 
titudes distrust what goes that mysterious realm between the 
farm gate and the retail counter. 


One function marketing research program explain the costs 
marketing and dispel unwarranted beliefs concerning them. With the 
cooperation businessmen, marketing research can help inform in- 
terested public about the marketing services performed and the costs and 
margins associated with them. can also analyze and explain the reasons 
for cost increases that are less apparent consumers than are the resulting 
price increases, 


Dealing aggregative estimates, these data present interesting 
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story depicting the magnitude changes this phase dynamic econ- 
omy. They show that the $27 billion increase food marketing charges 
since 1940, $16 billion can attributed inflation, billion explained 
the basis market growth, and the remaining billion can ac- 
counted for new services now performed market agents that are 
additive those performed 1940. But description these changes 
only one side the coin. this not the negative side the research, 
most the least positive. The more fruitful side the meaning 
the statistics businessmen planning for the future. 


Obviously changes are being imposed upon business management 
rapidly that little time afforded for deliberate analyses and planning. 
Definitive and meaningful trends indicative the relative rates increase 
costs for different resources used for marketing are certainly suggestive 
adjustments that have made. Clearly, greater productivity 
labor will required agricultural marketing keep pace attracting 
the skills and the management maintain progress com- 
mensurate with the rest the economy. For this, greater capital invest- 
ment indicated and returns capital will need competitive with 
those other industries. Lower obsolescence rates and greater success 
obtaining advances labor productivity are suggested means 
achieve profit margins favorable further growth. Population and farm 
production trends portend opportunities for substantial growth. 


SEARCH FOR EFFICIENCY 


constructive marketing research program must beyond the rather 
limited objective creating better public understanding agricultural 
marketing, even with due allowance for the attendant benefits depicting 
growth opportunities. must seek improvements leading less rapidly 
rising costs, more satisfactory products market services. Moreover, 
the quest must conducted hand hand with industry. One feature 
the joint effort direct public research into channels that industry either 
cannot does not emphasize. 


Basic research one the avenues clearly open for governmental 
activity the food trades field. Aggregate analyses market trends 
already mentioned serve example. Studies the physiology fresh 
fruits and vegetables better understand the preservation quality are 
also illustrative. The impact economies scale upon the structure and 
organization markets and survey methods for ascertaining consumer 
wants supplement the elusive guidance provided the price system are 
others. 


Support for public research, however, unlikely sustained with- 
out establishing record for successful applied research leading the 
stated objectives. Perhaps the term that can best serve common 
denominator these objectives efficiency. The efficiencies sought 
may take any several forms combinations forms. Among them may 
(1) reduced operating costs that will lead lower prices, (2) more 
orderly marketing that will lead greater stability sales and prices, (3) 
higher quality products that will encourage greater consumption, and (4) 
more effective market services conducive expanded 
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moment’s reflection will suggest the breadth scope potentially 
useful research toward these objectives $36 billion industry. Selection 
research for industry handling hundreds farm products that are 
converted into literally thousands consumers goods items leaves wide 
degree latitude. The limitations research resources impose the need 
for judicious selection brief review factors pertaining 
this selection contributes visualization the nature and scope 
appropriate public research program. 


LOWER OPERATING COSTS 


The search for reduced, less rapidly rising, operating costs founded 
the proposition that the spread between prices farmers receive and con- 
sumers pay must necessarily sufficient cover costs incurred market 
agents. Over the long run these spreads can narrowed only the basis 
less cost. Relevant questions that need answered are whether the 
services with which the costs are associated are needed, and, so, can they 
performed less costly ways. 


The first these requires consideration the organizational structure 
markets. The traditional pattern market operations has involved 
many relatively small businessmen performing successive services prod- 
ucts pass through the marketing system. The activities involve numerous 
changes ownership that incur the friction exchange. The activities 
are coordinated through the price mechanism that guides the equally numer- 
ous independent decisions handlers, processors, and distributors who take 
title the goods. With few exceptions, these market operators acting alone 
are incapable altering the system. Neither are they equipped financially 
otherwise conduct scientific research that would uncover possibilities 
for improvements. the context today’s developments, these consider- 
ations lead demand for studies the probable advantages and impacts 
mergers and integration. While the efficiency gains available from 
economies scale and improved coordination successive production and 
marketing functions are quite apparent, many small market agents join 
farmers their alarm about potential declines competition which they 
have relied for protection bargaining. Thus far experience with integra- 
tion agricultural marketing does not offer the assurance satisfactory 
solution the problem equating supplies with market demand remu- 
nerative prices. 


Although integration attracts considerable current attention, does not 
detract from continuing effort develop less expensive methods. For the 
most part, this involves analyses scientists and engineers work meth- 
ods and experimentation with internal operations firms not usually found 
accessible market agencies. this work there candid recognition 
the fact that profits are likely accrue those who lead adopting cost- 
saving innovations. This type incentive necessary obtain access 
facilities and cooperation operating businesses for scientific experiment- 
ation. The research published, patentable improvements are retained for 
public use, and beneficial results are brought the attention competitors 
for the ultimate purpose getting improvements widely and quickly 
adopted. the extent that savings are attained, market operators are en- 
abled pay more producers charge less consumers. 
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PRICING EFFICIENCY 


Technological and structural changes markets engender serious 
problems price discovery, particularly focal exchange points between 
assembly and retail markets. Trends toward direct marketing that by- 
passes established terminal market exchanges reduce the validity prices 
arrived these exchanges bases for pricing throughout the system. 
The shifts have reached stage several instances where new reference 
points for price reporting must found and, some cases, central market 
exchanges may abandoned. These developments may regarded 
surface evidences more fundamental difficulties being encountered 
price formulation that will reflect supply and demand conditions with suf- 
ficient reliability for orderly marketing. Research directed these problems 
may considered public responsibility, not only because the wide- 
spread need for objective price information, but also because the integrity 
publicly conducted market news services may threatened the ab- 
sence appropriate adjustments. 


Current prices have proved poor indices future market re- 
quirements. The lag between farm production plans and actual market 
supplies detracts from their usefulness guiding the commitment pro- 
ductive resources particular farm products enterprises. Research 
provide supplementary information that forward looking required 
help producers well market operators arrive intelligent business 
decisions that will avoid inordinate fluctuations market supplies and 
prices. 

PRODUCT QUALITY RESEARCH 


Retention food quality assumes greater importance distances from 
which urban consuming centers draw their supplies increase. Related 
research directed several other features The cost 
savings attainable from reduced waste and spoilage have proved signif- 
icant and help account for considerable share the additional packag- 
ing services now provided little extra cost. the competition be- 
tween foods and other demands upon disposable income, more attractive 
foods are correlated with higher qualities. Another aspect this competi- 
tion the ability furnish fresh products over longer marketing seasons. 
New refrigerating, conditioning, and packaging methods derived sci- 
entific studies are improving this ability materially. 


Indentification and measurement quality present another closely as- 
sociated problem. Mass distribution through supermarket chains supplying 
large metropolitan areas calls for huge quantities uniform products. 
They have enroute markets when advertisements are prepared for 
weekend sales. Procurement supplies from distant sources under these 
relies heavily upon specification buying large volumes well 
advance sales. The success achieved meeting these difficult 
conditions can attributed large measure agricultural marketing re- 
search dealing with quality grading and maintenance. 


SELLING EFFICIENCY 


But farm products, matter how good they are, can hardly counted 
sell themselves. They are advertised, promoted, and merchandised. 
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Some $10 billion spent annually advertising the United States. 
From examination the leading advertisers, apparent that sub- 
stantial share the advertising devoted agricultural products. 
the farmers’ interest make this advertising effective. fact, farmers 
are interested that they are supporting number organizations which 
conduct regular advertising and promotional programs for them. They turn 
agricultural research for factual information and guidance how ex- 
pend their pooled funds effectively. 


Survey data indicative buyers’ likes and dislikes, attitudes, and 
opinions about the products supply information features emphasize 
and tacks take sales promotion. They also aid telling farmers 
and processors what alterations product characteristics would attract ad- 
ditional purchases. Data the characteristics users and nonusers and 
the ways products are used reveal opportunities for sales development. 
Armed with this information, better judgment can exercised regarding 
how attract and satisfy consumer demand. 


For long time, substantial part agricultural research has been 
directed toward the discovery new different products uses that will 
either tap new markets retain markets threatened competition 
from nonagricultural sources. Ideas developed laboratories not repre- 
sent completed research when they are converted tangible items shown 
feasible mass production. Further research their market poten- 
tials necessary before business management can induced invest 
the plants, equipment, distribution facilities, and sales promotion campaigns 
required get them launched. The lack patent rights other protec- 
tion that will assist the recovery development costs before competi- 
tors can also reach the market deters the introduction new products 
developed government laboratories. Market testing provide data 
probable rates sales within given price ranges and for different sizes 
types packages becomes added research need before the attention 
prudent business management can drawn new products. 


LOOK THE EGG 


The aims and objectives publicly conducted agricultural marketing 
research, however good, may regarded hollow promises until benefits 
become For illustration results, let look the egg. 
From all outward appearances eggs bought the supermarket today look 
the same those bought the neighborhood grocery years ago. Yet 
there world difference that reflected sales and prices. 


traveling salesman ordering breakfast out-of-the-way hotel 
would hardly have hazarded chance eggs years ago. Today reg- 
ularly orders two fried eggs, sunnyside up, with complete confidence. 
The housewife those days, knowing that she would likely not 
have received “cold storage eggs” her last purchase the local store, 
would usually break the egg into cup saucer for examination before 
dropping the skillet incorporating the cake mix. Only she 
had bought the eggs fresh from farmer herself would she forego this pre- 
caution. Today she need only look for the Grade label the box before 


| « 
| 
2 
‘ 
j 


preparing the eggs any manner her family likes. For the cake, 
course, she need only look the picture description the prepared 
mix box, knowing that satisfactory eggs are already included therein. 
planning her meals she finds need for concern about the availability 
ample quantities reliable eggs any grocery any time year. 
This represents vast difference from times within our memory when eggs 
were commonly sold out large metal basket the grocery store where 
they were counted and handed the customer paper bag. Sometimes 
the consumer got dozen good-quality eggs and sometimes she did not. 
Now both the housewife’s family and the away-from-home salesman start 
out the day better diet. 


Behind the improvement are manifold changes methods assem- 
bling, sorting, storing, transporting, packaging, and distributing eggs. The 
art candling looking inside eggs with light has reached high 
degree skill sort them into definable quality grades. But rel- 
atively expensive operation and limited human error. Currently, market 
researchers are developing electronic equipment that can accurately detect 
blood spots eggs, separate white eggs from brown eggs, reject cracked 
eggs, and identify bacterial contamination unseen human eyes. Engi- 
neers are incorporating such electronic equipment into line operations along 
with equipment for sizing, packaging, and all the other functions involved 
egg packing. Other research points the possibility that eggs may 
some day marketed without shells clear plastic containers for still 
greater convenience use institutional and household kitchens. 


Just production research has made possible for farmers produce 
more eggs per hen per year with less cost and higher quality, marketing 
research has made possible measure quality more accurately, maintain 
quality over longer periods, reduce breakage through better packaging and 
transportation, and general deliver consistently higher quality product 
throughout the year. steadily increasing production eggs has been 
consistently absorbed greater consumption. During the past years pro- 
duction has increased from 154 million cases almost 170 million. 


Pricewise, eggs have gone far less than many other foods and con- 
sumer products. Costs marketing eggs have remained remarkably 
steady. 1947 the spread between the average farm price and retail price 
was about cents. 1957, the average marketing spread was cents 
True, the intervening years the average spread has exceeded 
cents. True, the variation spread among different cities also covers 
wide range, from cents San Francisco 28.6 cents New York. 
Nevertheless, recent trends have been down all except few cities. Anal- 
yses these variations between years and locations reveal notable shifts 
methods and practices. Long distance transportation eggs has shifted 
from rail truck. Consumer packaging has shifted from point sale 
assembly markets. Retail procurement has shifted from terminal mar- 
kets toward direct purchases from producers first buyers. Pricing 
practices, quotations, and reporting have followed widely differing patterns 
different major markets. Analyses the price and cost variations sug- 
gest opportunities for further improvements numerous markets, even 
though eggs portray enviable record increasing marketing efficiency 
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and declining market charges during period distinct upward trends 
the costs marketing most agricultural products. 


Creditable records improvement marketing efficiency, gained with 
the aid research, are means confined the case eggs. They 
are few, sure, but sufficiently numerous demonstrate the possi- 
bilities for wider application. Food has prospects for becoming still bet- 
ter buy terms wages and income, and marketing has prospects for 
contributing much farming the further improvement available from 
agricultural research. 


Get acquainted with agricultural marketing research. offers ex- 
cellent opportunity revise age-old attitudes toward market operations 
and market operators. 
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FUNCTIONS TRADE ASSOCIATIONS 
SUPPLYING INDUSTRY DATA 


Nesti* 
National Electrical Manufacturers Association 


This the age logistics business. The need for accurate and specific 
market measures urgent and apparently without limit. meet this need 
requires the use all the available facilities all the existing statistical 
compiling agencies. What more important, even begin meet the 
heavy demand business for current market measures necessary 
make the most effective use such organizations and facilities. This 
means, turn, that there room for service the part each and every 
organization that active this field today. 


TRADE ASSOCIATION STATISTICAL SERVICES 


The trade association, one organization, holds unique position 
the field marketing data services, The trade association the “grass 
business and industry. has honest interest and most fam- 
iliar with all aspects the business segment represents. non- 
profit organization, operating voluntary system cooperation. 
result, usually the best position determine what specific data are 
needed and how compile such data with maximum speed and accuracy 
minimum cost. the same time, can render its membership type 
continuing service that will keep the industry together, for statistical 
services today rank among the top services that trade associations can per- 
form for their members. the process, the trade association can also make 
major contribution the government and the public. 


examination the successful operations statistical services 
among trade associations will indicate the ability the trade association 
perform vast variety such services. These include activities that pro- 
vide industry and product data—shipments, orders, inventories, cancella- 
tions, unfilled orders, production, exports, imports, forecasts, industrial 
relations data—number wage earners selected occupations, average 
hourly earnings, incentive earnings, fringe benefits, and 
operating ratios; market surveys; trend analyses; industry coverage; 
government statistics; and many others. 


ASSOCIATION SERVICES FOR MAJOR APPLIANCES 


One the best examples the wide range services which trade 
association can perform for industry for business the actual 
record the measures that, through the years, have been developed for 


Nesti Chief Statistician for the National Electrical Manufacturers 
Association. Mr. Nesti has had over years experience trade as- 
sociation and governmental statistical fields. has also been lecturer 
Northeastern Institute, National Institute, and Stevens Institute Tech- 
nology. received engineering degree from Cooper Union and did 
graduate work New York University. 
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manufacturers major electric appliances. These, the interest time, 
are briefly reviewed follows: 

(1) Development initial total volume shipments 
the manufacturers’ level. 

(2) expansion these initial measures provide more detailed 
information type and size. 

(3) The compilation industry data inventories. 

(4) expansion these basic measures cover the distributors’ 
level, well the manufacturers’ level. 

(5) The gradual development detailed data distribution 
shipments geographic areas, starting the early days with 
states, proceeding gradually retail trading areas, and finally 
counties current monthly basis. 

The development special mechanical techniques take care 
the increased volume statistics involved. 

Development programs determine distribution product 
population categories, classes dealers, and list-price 
classifications. 

(8) Development short- and long-range forecasting activities. 

(9) Speeding the tempo availability current measures de- 
veloping statistics weeks the manufacturer, distributor, and 
retail level. 

(10) Charting the course measures all levels determine re- 
liability and general trends. 

(11) Utilizing warranty cards basic marketing statistical tool. 

(12) Conducting mail surveys among consumers and among dealers 
obtain specific marketing information. 


The development and availability such useful industry data, de- 
scribed above, are not free problems. There are some particular aspects 
trade association activity this area which require industry attention. 
These include the development confidential policies and procedures; ed- 
ucational efforts obtain and keep sufficient industry participation and 
coverage; constructive use association staff and industry committees; 
developing and meeting the costs involved; determining when use out- 
side statistical compiling agencies and obtaining all the necessary legal 
clearances, 


There question that trade associations have come long way 
rendering helpful statistical services their members well the gov- 
ernment, the most important source marketing information. Whether 
you have taken advantage your association’s services this area, and 
whether you have assisted the development association programs 
provide necessary marketing information, something which hope this 
discussion might lead you investigate. 
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SUCCESSFUL MARKETING—MAGIC FORMULAE 
HOME AND ABROAD 


Vincent Tutching* 
Corporation (International) 


The topic assigned has intriguing ring it, “Successful Mar- 
keting—Magic Formulae Home and Abroad.” would seem suggest 
that some secret ingredient, mixture secret ingredients, involved 
the challanging process attaining success marketing, whether 
here the United States anywhere else our reachable world mar- 
ket place over one billion consumers. 

You have heard during the course this conference, and you will 
hear more, the viewpoints qualified experts many areas this vital, 
complex, all-embracing function call marketing. advertising 
agency representative, feel honored included with such distinguished 
company. But more importantly, pleased and the fact 
that further recognition has been given the role the advertising agency 
the modern marketing concept. 

The all-embracing character the theme this conference may serve 
useful purpose. may reminder the great scope today’s in- 
ternational markets and the need for all adjust the spread 
their growth. 

the biggest news from abroad not the prospect summit 
conference the government Gaulle, for all their obvious importance. 
The greater headline single consequential fact: Suddenly, around the 
world, there the beginning mass discretionary buying power. People 
whose living standards have hardly changed since Biblical times are now 
finding the means for more than the bare necessities. 


have such exciting measures growing prosperity these: 
Outside the United States and the Soviet bloc, passenger cars the road 
increased from million 1949 million last year, while car pro- 
duction tripled. Telephones more than doubled number over million. 
recent years, productivity has risen annual rate Germany, 
Greece, over Italy and Turkey, and 3.5% France. 

You are familiar with the phenomenal growth world trade, over 
85% over the past years, faster rate than any time history. This 
speed, this rate change, what deeply significant. With all the 
heady rise prosperity the United States and Canada over the past 
years, many markets are moving even faster. Against our 25%, Europe’s 
gross product per capita has climbed whopping 40%. 


*Vincent Tutching Vice President Corporation (In- 
ternational). also President and Director the International Ad- 
vertising Association. Mr. Tutching began his business career newspaper 
work the Far East. During World War II, joined the State Depart- 
ment, participating “economic warfare” with assignments Latin Ameri- 
ca. Before joining McCann-Erickson, Mr. Tutching was President the 
International Division Foote, Cone Belding. 
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This material improvement people’s lives strong enough trend 
that its continuance seems certain. can depend, think, escalator 
action stimulated rising productivity. Barring classic decline and fall, 
living standards not inch and stop. Yesterday’s luxuries become 
tomorrow’s requirements. 


Our own levels are high that comparison with much the rest 
the world shows vast differences. Europe, for example, leading the rest 
the world, has advanced where were productivity and consumption 
the early 


Many products regard standard accoutrements living have 
long way gaining customers abroad. While have refrigerators 
out 100 wired households, there are still only seven Great Bri- 
tain, Germany, eight France, two For our automobiles 
per 100 people, the British have seven; Germans, four; French, eight; 
Italians, two. 


These two parallel facts, unprecedented rate growth and im- 
mense untapped potential, help measure the opportunity world market- 
ing. big opportunity. The world market big: big population; 
big production, with level approaching $400 billion; and big mar- 
ket for U.S. products, with some $50 billion annual sales. also big 
source corporate earnings. International sales now account for 
much 75% the earnings some our largest U.S. corporations. 


Another facet the big opportunity that are seeing break- 
through ancient restrictive business practice. Monopolistic control 
markets and repression competition are finally giving way finance, 
contract law, manufacturing, and marketing. The greater breakthrough, 
course, along national borders, The European Common Market de- 
serves even more heralding than has received far. you know, 
provides for gradual tariff reduction over 12-year period market 
with population approximately equal that the United States. in- 
cludes Germany, Italy, Belgium, Holland, Luxembourg, the Netherlands, 
and hopefully, France. initial 10% tariff reduction scheduled for Jan- 
uary 1959. Free Trade Area, accommodate Great Britain’s obliga- 
tions the Commonwealth, also projected. With greater hesitation, 
common market plan developing Latin America, but bilateral and 
multilateral agreements among Latin American countries may serve 
interim substitute. These, too, represent progress toward area rather than 
national markets. 


Common market developments raise prospects almost staggering 
change. Upheavals competition will confront companies and products 
with invasion new rivals and new ways doing business. 


There question but that marketing functions traditionally per- 
formed client management must shared the advertising agency, 
which, like any other professional service organization, must serve the 
needs its clients inorder achieve its goals. company’s management 
must constantly the alert see that its total investment effectively 
supported advertising, research, media selection, and other services 
supplied the agency. turn, the agency, while providing the finest pos- 
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sible quality services asked it, must concern itself with all other seg- 
ments marketing program. Only this way can the agency sure 
that related marketing efforts are helping advertising work peak 
efficiency. Like most new concepts, management has evolved the mod- 
ern marketing concept gradually. The “old” marketing concept could 
characterized this way: The manufacturer was essentially involved 
with himself and his problems making products. The dealer did most 
the selling the consumer, and the consumer often looked him (ra- 
ther than the manufacturer) for assurance value. great deal 
communication existed between manufacturer and consumer, either plan- 
ning products selling them. 


The newer marketing concept (most apparent products sold through 
supermarkets) may stated like this: The manufacturer sees his essen- 
tial problems consumer problems that wants solve. The whole 
process starts with great deal communication from the consumer the 
manufacturer, who then communicates the “right” things back the con- 
sumer (the right products, packages, advertising, merchandising, 
Furthermore, the manufacturer, many fields, relies less and less the 
dealer his active selling the consumer. the same time, the man- 
ufacturer taking over greater control his markets (and profits). 


The growing importance the consumer and communication man- 
agement’s concept modern marketing has had and will continue have 
profound impact the advertising agency business. Four as- 
pects the marketing concept that have particular bearing the 
changing function the advertising agency are knowing the consumer, 
creativity, objectivity, and integration, and think safe say that 
these apply much abroad they home. 


KNOWING THE CONSUMER 


The modern marketing concept first and foremost basic frame 
mind, philosophy doing business. deep conviction that the 
company serves the consumer, serves itself. Under the modern marketing 
concept, planning starts with the consumer. understanding the con- 
sumer becomes first order business. Regardless the kind mar- 
keting decision being made, whether product packaging, advertising 
even distribution policy, the modern marketing man constantly asks 
himself, more value communicated the consumer did 
this way that 


Sensing this companywide need for intimate identification with the con- 
sumer, the marketing-minded company tomorrow will undoubtedly 
develop ingenious ways stimulating every area the business con- 
sumer-minded (just many companies have developed unique methods 
training their people aware other company philosphies cost re- 
duction, safety, etc.) companies grow larger and more institutionalized, 
the problem maintaining this “consumer intimacy” grows direct, not 
geometric, proportions. 


knowing the consumer intimately that the advertising agency 
should prepared authority, perhaps the authority. Advertising 


369 


designed differentiate products the consumer’s mind after the pro- 
ducts have been produced. might ask, then, why not engineer this dif- 
ferentiation into the product the first place? More often than not, pro- 
fitable new product ideas will increasingly come from the advertiser and 
the agency pooling their knowledge the consumer. The need 
for this kind knowledge the consumer sure multiply. 
more and more high-quality products become available, consumers will feel 
less and less compulsion buy any single product. They will able 
take leave much tomorrow’s production. Thus, our products must 
reach out for specific kinds people and select them out the population. 

believe that the future going bring great deal more pin- 
pointing for specific segments the market. Every day see more ex- 
amples how firms have taken their knowledge specific market seg- 
ments and developed different products for each: cream, stick, spray, and 
roll-on deodorants; instant tea, tea bags, bulk tea. And, course, the 
soap people have probably done the most advanced job segmenting their 
market, the total benefit the industry. 

Why such growth so-called segmented products? the first place, 
more people with more money make the total market bigger and there- 
fore worth splitting up. Second, discretionary spending increases and 
people become more and more selective, the differences between these 
people can mean more profit pick our spots right. 


This seems sum up. People are markets. People are different. 
Therefore, markets are different. consequence, the importance 
knowing the consumer, even his personality attributes, reflected 
this way: The advertising agency has primary interest understanding 
the consumer, unique consumer research facilities, and opportunity 
study consumer reactions across many product fields, and contin- 
uously. 


CREATIVITY 


the modern marketing concept, creativity and innovation are vir- 
tually way The modern marketing man feels almost com- 
pulsive desire find new ways attack marketing problems, break 
away from traditional marketing patterns. 


Economists are undoubtedly right when they call this the era “inno- 
vistic competition.” fact, you may have seen the A.C. Nielsen study 
some time ago outstanding brand successes and failures which concluded 
that policy continuous innovation products and marketing methods” 
was the decisive factor. 


Let’s look this apparent need for innovation this way. have 
said that much what call marketing actually communication the 
consumer. The product talks. The package talks. The 
The retail channels talk. Maybe, then, should think marketing 
innovation talk with news it. such, the innovation pulls the 
consumer toward the product. This usually lower cost than conven- 
tional talk that pushes the product the consumer. 


The modern marketing concept envisions creative differentiation 
every point the marketing plan, not just advertising alone. This 
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results truly enormous demand for all kinds marketing ideas. 
The marketing concept encourages creative and competitive points 
difference every step the marketing plan. fact, manufacturer 
could have just one effective selling point difference each step, he’d 
hard stop. 


One the unique contributions agency its ability organize 
group diverse, largely individualistic, creative and professional people, 
unhampered such things “it wouldn’t work,” “if it’s good, why has- 
n’t been done before,” don’t think policy permits anything other 
than what we’re doing now.” 


The creation brand differences through distinctive advertising will 
continue the primary use the agency’s resources creative talent. 
However, the modern marketing concept also calls for applying these 
creative resources considerably beyond the printed 


OBJECTIVITY 


its very core, the marketing concept envisions orderly planning. 
With plans come goals and the need for objective evaluation. 


The modern agency’s contribution this particular area twofold: 
first, its research facilities, which few but not too many manufacturers 
can (or should) duplicate; second, its outside viewpoint (and yet not that 
outsider). For example, our experience suggests it’s pretty good 
idea for companies ask their agencies from time time for their view- 
point the strengths and weaknesses the total marketing operation. 
The real point that the attitude the client can crucial whether 
the agency source outside evaluation really used. Few agencies 
will even attempt make this kind contribution unless their clients 
honestly welcome it. 


the modern marketing concept grows, with its need for constant 
review performance versus goals, our belief that more companies 
will welcome the modern, marketing-minded advertising agency one 
important source objectivity. 


INTEGRATION 


the core the marketing concept sense unity purpose, 
parallel movement goods and communication. The advertising agency, 
communications-minded its very nature, should able make im- 
portant contribution this need for integration. 


For example, let’s take the package label. This important 
medium communication two quite different respects. First, course, 
medium working itself. There are cases where consumers will 
exposed the package more frequently than they will exposed 
the advertising. Certain private-label food products have achieved real 
brand impact almost entirely through the frequent impact the package 
display. Just important, the package reinforces impressions gained 
through other media. 


The integration all his channels communication one the most 
powerful weapons the modern marketer has. The principle certainly applies 
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with equal force promotions, displays, sales training, etc. Being spe- 
cialists communications, the advertising agency should able make 
real contribution toward this integration the company’s communications. 


CONCLUSION 


May summarize this discussion the following way. 


Top management has developed modern concept marketing. This 
concept places important emphasis four areas: first, intimate under- 
standing the consumer and sincere desire consumer-minded 
everything the company does; second, the ability creative about every 
phase the marketing operation, using with imagination this under- 
standing the market; third, objectivity evaluating every phase its 
marketing program; fourth, the need for integrating every phase the 
program present united front the trade and consumer alike. 


have what might considered the rather expansive view that the 
modern advertising agency has abilities these four areas. suggests 
that management carefully reassess the functions the agency view 
the profound changes its own concepts the marketing function. 


word describing the function the modern advertising agency, 
advertising about burst its seams. This does not mean suggest that 
the development effective advertising not still the agency’s primary 
role and interest. But has been our experience that the agency applies 
its talents other phases marketing, dramatically improves upon the 
advertising produces. For believe that advertising does 
job when conceived partnership with the product and other com- 
munication that flows between manufacturer and consumer. Only then 
does the entire flow marketing pressure focus with one image the 
consumer’s eye. 


Whether the agency plays this broader role pretty much the 
client. Perhaps agencies, like people, increase value more and more 
demands are put them and they are encouraged make contri- 
butions. considerable extent, clients are buying and paying for these 
skills already. many companies have already found out, get them 
may simple asking for them. 


soon can visualize what the worldwide market will like 
what has become already, creative marketing indispensable. The 
rewards this new world market can tremendous, but prerequisite 
will the creative practice modern marketing, or, said another way, 
creative management markets. 


That managing the market just crucial managing the mill 
relevant gospel abroad here. Its first essential knowing the 
consumer, being oriented the consumer, whether consumer in- 
dustrial product involved. 


suspicious reasons why new things can’t done. Give the status 
quo and its opinionated defenders hard time. you are being told that 
people certain country have particular character that they will re- 
act particular way, sure first that you wish talk about people 
that country rather than larger market, and also sure that what 
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you are being told true today. There are few people about whom there 
more misinformation than prospects and customers; you will find most 
misinformation about prospects and customers overseas. 


great outflow creativeness its way business abroad among 
all nationalities. The competition will intense. But will also 
exhilarating, think, any have ever experienced. 
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THE MARKETING TEACHER BUSINESS 
CONSULTANT 
Donald Blankertz* 
University Pennsylvania 


Bernard Shaw once said: “Those who can, do; those who can’t, teach!” 
figurative interpretation might reveal some justice well wit, but 
literally interpreted the statement error. appears, least, that 
those who can, do, teach marketing America practice great deal 
it. The range and volume their consulting activities, indeed, raises 
many questions, which two seem notable. One resolves itself primarily 
into question pricing. That many underpaid teachers should also 
underprice their services business issue worthy someone’s cru- 
sade. The second, but not unrelated, problem concerns the attitudes and 
policies (or lack policies) administrations. 


The presentation shall make here semistatistical one; but shall 
attempt highlight these and other important interesting issues. 


PROPORTION TEACHERS DOING CONSULTING WORK 


questionnaire concerning “consulting” activities (broadly construed) 
during the 1957 calendar year was sent this spring 817 AMA members 
classified any form teachers. teaching fellow institution 
very near this spot received copy and noted that the questionnaire was 
admit was intended for full-time teachers and not 
adapted either his ego-involvements his business practices.) Usable 
returns which indicated consulting activities were received from full 
professors, associate proffessors, assistant professors, and instruc- 
tors, total 248. You will note that this group were constituted 
faculty there would many Chiefs and very few Indians. The bias 
obvious: AMA membership increases incidence faculty rank increases. 


would impossible, therefore, estimate from these data the rela- 
tive occurrence consulting work among all teachers marketing. There 
would some difficulty, fact, specifying exactly what meant 
teacher marketing, consulting. The point and the pathos may 
illustrated excerpts from letter sent teacher California: 
have been teaching marketing for years and has been observation 
that there are very few genuine consulting opportunities for teachers. 
thinking consultant one who gives advice and assistance 
solving problems. think there place for teacher who acts 
business consultant, but have never been able figure out the place where 
should 


Blankertz Professor Marketing and Director the Gradu- 
ate Division Wharton School Finance Commerce the University 
has also been the Faculty Indiana University. 
Before entering the teaching profession, was associated with Keller 
Brass Company and with General Motors Corporation. Mr. Blankertz holds 
B., A., anda Ph. the author numerous publications. 
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Among those teachers who also are AMA members may guessed 
that over 90% did consulting work 1957, although even this guess sub- 
ject the error that the nonrespondents might include high proportion 
persons not doing consulting work. personal guess that least 
90% marketing teachers above the rank instructor regularly engage 
consulting some form, and they not any limited time span 
not because they not want to. The proportion for instructors probably 
less but still very large. 


The data will present are based the 248 respondents noted who 
did practice some consulting 1957. Only one was woman, and all but 
six, whom two were instructors, indicated they were full-time educational 
employees even though many had administrative duties. Since there were 
only instructors the sample, any judgements their activities are 
subject very wide error. 


NATURE CONSULTING ACTIVITY 1957 


Three types consulting activity seem dominate: doing marketing 
research, speaking business conventions, and doing marketing manage- 
ment studies (see Table 1). 


Table 
Nature “Consulting” Activity 1957 
Respondents) 


Rank 
Prof. Assoc. Asst. Inst. All 
3.0 2.8 2.4 2.1 2.7 
Nearly half all marketing teachers report each these forms con- 
sulting activity 1957. About one-third also were participants manage- 
ment conferences. Another group activities participated one-ninth 
one-sixth teachers included work for advertising agencies, employee 
research agencies, involvement company training program, doing re- 


search foundation grants and, prestigefully, serving boards di- 
rectors. Summer internships and part-time employment with companies 
other than “consultative capacities” were little frequency. Seventeen per 
cent reported other “consulting” activities with government agencies 
all kinds, expert testimony, public relations, and acting judge county 
fair. The average practicing teacher participated nearly three (2.7) 
these activities. 
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few apparent relationships between consulting interest—or, more 
likely, clients’ consulting preferences and professional rank might 
noted. The higher your rank the more likely you are (1) serve 
board directors, (2) asked marketing management studies, and 
(3) secure foundation grant for your research ideas. general, full pro- 
fessors reported activity categories, associates 2.8, assistants 2.4, 
and instructors 2.1 categories, which may support the conclusion that 
consulting activity increases markedly its extent rank increases. 
Conversely, the needier the teacher the less tends given. 


ORGANIZATIONS SERVED 


Another way view consulting activities the nature the organ- 
izations served (see Table 2). 


Table 


Organizations Served 
Respondents) 


Rank 


Prof. Asst. Inst. Total 


Manufacturers 
Research Agencies 
Advertising Agencies 
Wholesalers 
Government 
Foundations 
Financial Institutions 
Other 
Average 2.2 2.6 


Manufacturers lead this list, 55%; then trade associations, 41%; then, and 
quite surprisingly, retailers, 34%. Research agencies were served one- 
fourth, but somewhat more often consultants among the higher ranks and 
most commonly employees among the younger teachers. Advertising agen- 
cies, wholesalers, and the government each utilized about one-fifth report- 
ing teachers, foundations and financial institutions about one-tenth, with 
indication both latter cases that preference given higher ranks. 


“consulting” activity summarized (see Table terms the 
number organizations served teachers. The median figure and the 
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average 4.7 organizations. Seventeen per cent served only one organ- 
ization and 24% served but two. Nine per cent served more than organ- 
izations. 


Table 


Number Organizations Served 


Rank 
Prof. Assoc. Asst. Inst. Total 
No. Organizations 

6.1 4.0 3.7 3.1 4.7 


The amount activity measured rises steadily with the rank held, 
rank, course, also being rough measure age and experience. The 
median activity for professors was firms and for associates but was 
only for the lower ranks. While 31% professors and 39% associates 
worked for less than organizations, this was true 54% assistants and 
54% instructors. the other end the scale 17% professors work- 
for more than organizations, did associates, assistants, 
and instructors. short, the road retirement paved with increas- 
ing activity and the hazards thrombosis. 


WHY TEACHERS CONSULTING WORK 


already indicated, marketing teachers are active Why 
they it? was operating strictly limited budget—(no funds 
all)—no deep-delving motivational research techniques were employed. 
The method used that suggested Whyte the Organization Man, the 
face-value technique under which you assume that respondents mean what 
they say. have few reservations about the results, and doubt you will 
have more. Respondents were asked rank various items order 
importance; most them complied, but frequently ranking only 
few items. 
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Far and away the most important reason (see Table income. 


Table 


Why Consulting Done 
Items Ranked First Importance 


Rank 
Prof. Assoc. Asst. 


Highly Desirable Income.... 
Important Professional 

Training 
Materials for Classwork 
Training for Others 
Business Contacts 


100 100 


Items Ranked Second Importance 
Rank 
Prof. Assoc. Inst. 


Highly Desirable Income .... 
Necessary Income 
Materials for 
Important Professional 
Training 
Materials for Classwork .... 
Training for Others 
Business Contacts 


Over 70% all respondents gave income (either necessary desirable ad- 
ditions income) the most important second most important reason. 
Skeptics and research practitioners probably will insist that the man who 
noted “Let’s indicating this reason was not fully representa- 
tive the population. our canons the probability for some under- 
statement when admitting poverty. This would seem borne out 
also the fact that only 23% said that providing necessary addition in- 
come ranked first against 29% who settled for the more euphemistic 
“highly desirable addition income.” 


Yet this may not the whole truth. Take professors: only con- 
sidered this source income necessary and 27% highly desirable. 
must remembered that, despite the Biblical injunction, some men 
understanding attain modicum riches and that most the rest have 
starved gracefully for long that additional income may longer seem 
necessary, albeit received with decorous thanksgiving. 
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What little personal skepticism feel reserved mainly for the item 
which stands out the second important reason for doing consulting, 
namely, that provides important professional training. This time the 
professors who make suspect that some rationalization going on. 
For 37% ranked this the chief reason (more, you will note, than 35% 
who cited income) and another 18% the second most important factor. 
Actually, having undervoted (if they did) for income, would natural 
that professional training would get these votes. Among all ranks, how- 
ever, professional training seems viewed factor considerable 
importance. 


Consulting work providing “highly useful materials for 
gets surprisingly little consideration. Only considered most impor- 
tant, and list second importance. This disappointing, and, 
would guess, contrary general belief and common utterance. implies 
that good deal research rather than being for professional attain- 
ments routine hack work which may provide anecdotes, illustrations, 
and some name-dropping but not really good classroom material. This 
further suggested the very small number who said that consulting 
work provided materials for publication. Only 11% gave this either their 
first second reason for consulting. 


big personal disappointment was the very small use made 
consulting opportunity provide training for junior staff members 
and/or students. Having been accustomed this use and impressed with 
its many benefits had thought might generally practiced. This 
not so. least only listed first second reason for doing con- 
sulting, even though was recognized many more item deserving 
some consideration. 


Consulting providing opportunity for business contacts ranked 
the fourth most important reason. One respondent remarked that none 
the items listed applied, but neglected say why was did con- 
sulting. Perhaps agreed with the professor who added his reasons, 
“Welcome relief from student atmosphere.” 


SCHOOL POLICY CONSULTING 


Before discussing the monetary aspects consulting work, the question 
school policy should raised. Respondents were asked, “Does your 
college university encourage individual consulting work?” and were 
expected answer “Yes” “No.” The dichotomous question turned out 
poor choice, because appears that most institutions not take 
definite position the issue. teach the value clear and written poli- 
cy, course, but, many our administrative actions, fail 
follow our own good advice. Although 70% answered “Yes,” the many side 
comments made clear that many cases this meant substance: They 
encourage only the sense that they don’t discourage it. Like modern 
parental psychology the apparent policy permissive, which usually means 
you give the guy lot latitude and direction. 

evidence this comes from the answers the following question: 
“Does your college university restrict the total amount time spent dur- 
ing the school year such activity?” Forty-five per cent said there were 
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restrictions and gave answer. Again the side comments suggested 
that this was largely played ear. The most common restriction appar- 
ently that more than one day the normal five-day educational week 
should spent private consulting. similar rule other cases pre- 
sumes that Saturday your own day, that one-third this kind week 
open for consulting. the tradition the theater and the circus, how- 
ever, expected nearly all cases that classes will not missed or, 
hopefully, that teaching preparations will not lessened consulting 
work. Some schools expect reports such activities; but general, there 
appears much laxity and lassitude administratively, and the tenure 
man well the sophisticate apparently can write his own ticket. 


That there little actual trespass academic personal liberties 
reflected the fact that only seven respondents (less than respond- 
ents) indicated any restrictions placed income from consulting activities. 
Four did not specify the exact restriction, two said “25% and one 
indicated would unwise earn more than the dean his school, the in- 
ference being the dean was not highly paid. 


related question bureau business research activities indicated 
that this has little relevance consulting work and certainly very little 
relevance extra earnings. Some satirical comments compensation for 
such activity, “compensation? ha-ha!” suggests some unhappiness. Sal- 
ary and adjustment teaching load seem the most common arrangements, 
although fixed grants per diem payments are used minority cases. 


have avoided statistical appartus this problem school policy be- 
cause, hindsight, appears far more nebulous than was That 
consulting well faculty research activities can contribute profes- 
sional training, more effective teaching, worthwhile publication, and 
valuable assistance and training for junior staff members and students, 
particularly graduate students working directly with faculty members, 
seems obvious proposition. Moreover, such activity its income- 
producing powers considerable importance. One would like hope 
that schools would not only permit marketing, and other, teachers prac- 
tice their profession this way but would take definite steps both en- 
courage and lift the most rewarding levels possible. 


Some friends, however, think that laissez-faire policy best 
because administration that fosters consulting may also institute too 
rigid controls over it. Few us, probably, would like see this form 
infringement. 


METHODS COMPENSATION 


Because the variety consulting work done, many individuals also 
received compensation various methods (see Table 5). 
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Table 


Form Compensation 
Respondents) 


Rank 

Prof. Asst. Inst. All 
Per Diem, ine. Expenses .... 


Sixty-three per cent indicated that they were contractual fee basis, 
which includes honorariums for speaking engagements. Forty-seven per 
cent were paid per-diem-plus-expenses basis and another per- 
diem-including-expenses basis. Many will envy the 24% who have been 
placed retainers. Twenty-one per cent were compensated salaries, 
14% fixed grants, cost-plus contracts, with miscellaneous group 
getting profit sharing, commissions, other special forms com- 
pensation. 


These figures omit the vast amount work all for free. Dr. 
Paul Converse attached his questionnaire long and thoughtful letter. 
observed correctly: the tone your questionnaire you seem 
thinking about consulting work for pay.” then added: “Many 
(certainly those state supported schools) feel that have obli- 
gation give free advice and help businessmen. impression that 
over the years have devoted more time free than paid consultations.” 
this can only agree, and for private well state-supported schools. 
Public service various and extensive kinds, including the traditional 
“singing for your supper,” was presupposed the study here reported. 
hope that this does not make appear overly mercenary. 

That private consulting does have cash nexus true. attempt 
was made measure pricing policies asking: “When consulting 
per diem basis what the rate you ask: Maximum, Average, Minimum?” 
(See Table 6.) 


Table 
Per Diem Rates Asked for Consulting All Ranks 
Maximum Average Minimum 


100 100 101 
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Table 
Per Diem Rates Asked for Consulting Full Professors 


Average Minimum 


Excluding one stating his minimum “Free.” 


The results can viewed with the mixed emotions discouragement and 
envy. That one out seven teachers consultants will sell themselves 
for mere $25 less day discouraging. They would our profes- 
sion much more good they rendered free services rather than charge such 
common-labor rates. This seems particularly true the 11% full profes- 
sors who reported charging such low minimum rates. hard imagine 
doctors, lawyers, architects, other professionals pricing their services 
such fashion. Although would oppose minimum-wage and maximum- 
hour legislation protect us, better earning-spending parity policy seems 
called for. Almost equally discouraging that 54% teachers, and 34% 
full professors, will settle for $50 per day less. 


the other extreme one can pleased that, auction, the in- 
terval between bids rises the absolute size rises and that 12% teachers 
and 20% full professors are able, least occasion, command more 
than $200 per day for their consulting services. can envy those able 
any given year secure more than $300 day for their services. Yet only 
16% full professors set their minimum more than $100. 


The pricing policy, short, seems like crazy-quilt pattern. Even 
leaving aside the lucky strikes one-day short assignments great 
importance, and remembering that when are making proposals 
placing short bets big deals may price low, the dispersion seems un- 
professionally wide. This suggests the hazards private bids relative 
amateurs. could hoped that more schools would participate this 
bargaining the interests the teacher. most cases would seem pos- 
sible secure for the teacher consultant minimum twice the equiv- 
alent his daily salary teacher. not worth this, some serious 
questions should raised concerning his competence practicing con- 
sultant. 


INCOME FROM CONSULTING ACTIVITY 


Schools large cities supposedly have edge attracting business 
school teachers because consulting opportunities. Teachers small 


ce 

th 

4 


XUM 


cities presumably have difficulties getting any much consulting. These 
general beliefs appear true based the evidence gathered; but the 
exceptions are extremely numerous. better rule seems that the well- 
known aggressive teacher, wherever located can find consulting work. 
“Have speech, will one teacher remarked may taken 
potential credo. Although proximity metropolitan areas advantage, 
such location alone does not divide teachers into big-league and little- 
league consultants. 


Earnings from consulting (see Table are significant part total 
income, partly, course, because income from teaching itself low. 
Nearly one-fifth professors are able least double their incomes from 
this earning source, are about one-tenth all practitioners consulting. 
For one-fourth teachers practicing consulting 1957 more than 40% was 
added their teaching salary this activity. The median earnings for full 
professors from doing consulting was nearly 40% their teaching salaries 
and the median earnings for all others was just below 20%. the low end, 
for 22% all practitioners the contribution income was less 
teaching salary and for another 13% the contribution was from 10% 
teaching salary. The loss teachers industry undoubtedly would 
greater than this source earnings were not available. 


Table 


Income from Consulting 1957 Percentage Teaching Salary 
Calendar Year Basis 


Prof. Assoc. Asst All* 

100 100 100 

Inciuding Instructors 
CONCLUSIONS 


general, the data gathered suggest both extensive practice con- 
sulting teachers marketing and intensive practice consider- 
able proportion. The time has come, perhaps, when the American Market- 
ing Association might attempt formulate some standards codes pertain- 
ing this activity its teaching members. Should such committee 
appointed might consider such points these: 


Earnings from consulting work are not substitute for satisfac- 
tory salary scale. Unless base salaries are reasonably high, the monetary 
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rewards from consulting will tend interfere with class preparations 
and performance, with student contacts, and with other educational re- 
Consulting motivated exclusively primarily money also 
encourages projects which have little value professional training 
additions knowledge. 


The safeguard against misuse not only salary scale but also 
must incorporate restrictions total time spent during the regular school 
year consulting activities. common and reasonable rule that one day 
the normal five day school week can spent consulting two days 
including Saturday. Special must recognized, course, 
since some consulting work professional and valuable some fa- 
culty research, and provisions for occasional reduction teaching load 
should made. Professional responsibility most cases will insure that 
educational responsibilities the school and the student body will come 
first and consulting second. clear statement policy these matters, 
however, would beneficial. 


School policy should clear and should accentuate the positive. 
Teachers should encouraged and stimulated worthwhile consulting 
work; and they should assisted both getting such assignments and 
getting favorable contractual terms from business and other organizations. 
For example, much potential work attracted schools themselves 
their departments, and more can developed. Sometimes, however, 
this passed deans departmental chairmen few favorites, 
and small cliques develop. affirmative school policy should able 
avoid such abuses and spread the benefits more widely. 


particular concern should the use both research and con- 
sulting work for the development junior staff members. Many times 
they lack the stature experience attract clients themselves; yet they 
are fully capable participating and doing worthwhile consulting. 
senior members who attract much consulting work utilize instructors 
assist them there can mutual benefit for all. The senior member can 
handle more projects and use his time best advantage (and maximum 
rates) while the junior members gain experience working closely with 
him and can supplement their earnings. 


similar fashion there are potentials for students associating 
with faculty members research and consulting projects. Very few busi- 
ness schools have honors programs have found adequate methods for ed- 
ucating the very best their students. Participation with faculty members 
projects has many fine educational potentials. 


What not needed heavy-handed and restrictive regulation 
consulting work. could think nothing, for example, which would 
more stultifying than centralize control bureaus business research. 
Unless administrative devices which are permissive and supportive can 
found, then regulation all preferred. 
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ROLE MARKETING RESEARCH UTILITY 
SALES CONTROL 


Rodger* 
Middle West Service Company 


travel around the country talking utility sales executives, 
find ever increasing interest and reliance upon the results obtained 
through marketing research. Many utility companies are organizing 
considering the organizing departments systematically and objectively 
gather and analyze data pertinent marketing problems. Your Program 
Committee complimented the selection “Marketing Research” 
rather than “Market Research.” better title for the utilities’ activi- 
ties this field because they are concerned with all factors relating the 
marketing electricity and gas, not just knowledge their markets 
and market characteristics. For instance, well-known part utility 
marketing research load research which carried many utilities 
determine customer usage characteristics and performance appliances 
and equipment. Load research information extremely useful utility 
executives rate making, system planning, sales program planning, and 
other phases the utility’s operations. these days rising costs 
materials, labor, and money, utility executives need the results market- 
ing and load research assist them planning for satisfactory return 
their investment. 


Electric and gas utilities now spend approximately $208 million per 
year for advertising, sales promotion, and sales manpower. This amounts 
about 1.7% their annual gross revenues. Marketing research makes 
possible for the utility sales executives have firm basis from which 
decisions can made effectively planning these sales promotion expendi- 
tures. 


UTILITY GROWTH 


All indications show that the utility industry will continue rapid 
growth the future and even larger sums money will spent for sales 
development. Let quote few statistics the outlook the utility 
industry. Increasing population and household formations are good indi- 
cators the building more homes. Both are also indicators 
the utilities’ residential customers. The population approximately 
174 million and expected increase 193.3 million 1965. The 
annual rate household formations approximately 850,000, and they are 
expected increase 861,000 per year 1965. 


The total capital investment the utility industry amounted approx- 
imately billion the end 1957. 1965 estimated that utili- 


*Malcolm Rodger Vice President and partner Middle West Service 
Company. began his business career with Central Illinois Public Service 
Company 1921. 1988, became Sales Manager the Middle West 
Service Company. Subsequently, Mr. Rodgers joined the Bendix Home Ap- 
pliance Company and later the Crosley Division AVCO Manufacturing 
Company. returned the Middle West Service Company 1954. 
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ties will have capital investment $115 billion, more than double what 
today. Utilities’ revenues 1965 will approximately $23.9 billion. 
esting note that, contrast, manufacturers usually invest only for 

This rapid growth the utility industry brings problems too. One 
the most far-reaching the electric utility industry today 
the shifting the utility system peak from winter evening summer 
daytime. have been following this trend for some time and have con- 
ducted two nationwide surveys among the utilities the electric industry, 
one 1955 and one 1958, determine the companies and areas which 
have already shifted from winter system peaks summer system peaks. 
From the results the surveys, were also able predict which areas 
would have summer peaks the future. While our 1955 survey indicated 
definite trend toward summer system peaks, our 1958 survey, which 
have just completed, shows that the shifting faster rate than 
previously had expected. 


1950 the majority the utilities’ peak loads only six states oc- 
curred the summer. 1957, the majority the utilities’ peak loads 
states occurred the summer and the trend moving further north- 
ward. Middle West Service Company predicts that 1962 the majority 
the utilities’ peak loads states which contain 75% the electric 
customers will occur the summer. 1965 estimate that the majority 
utilities’ peak loads states will occur the summer. 


AIR CONDITIONING 


The cause this shifting from winter summer system peaks the 
tremendous growth air-conditioning loads among the residential, com- 
mercial, and industrial customers. The trend toward the air conditioning 
industrial plants also fast rate. This was revealed survey 
conducted the Trane Company. They surveyed cross section in- 
dustries both North and South and found that ever increasing number 
are turning factory cooling for employee comfort. Houston, Texas, 
the survey showed that, 1970, 100% the new and old industrial plants 
will air conditioned, while even Chicago 14% the new factory build- 
ings and 15% the old factory buildings are expected air conditioned 
1970. 

Summer system peaks are problem because they generally mean in- 
creased investment and lower annual load factors for the electric utilities. 
Air-conditioning loads, added the present summer daytime loads uti- 
lities with winter system peaks, temporarily improve system load factors. 
However, once these air-conditioning loads overbalance the other system 
loads, the system peaks occur the summer and the annual system load 
factors begin decrease. 


contrast, the development gas air conditioning has been blessing 
for gas utilities. know that the gas industry has been faced with 
summer slump gas consumption which has necessitated the maintaining 
large storage areas and peak plants order supply the winter gas 
demand. The gas industry has been eagerly awaiting the development 
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satisfactory gas air conditioner, and now that one the market the gas 
utilities are beginning promote aggressively. 


What can electric utilities help offset the air-conditioning loads 
and the decline system load factors? The utility sales executives must 
initiate aggressive sales programs promote those appliances and other 
uses electricity which tend offset air conditioning. Which these 
would most productive can determined through the proper utilization 
marketing research. 


SURVEYS 


One the most useful marketing research tools which the sales execu- 
tives find helpful the survey. Through the use surveys, factual 
opinion data can obtained from customers, prospects, dealers, employees, 
others who influence successful marketing. Interviews may conducted 
mail, telephone, personal contact, with each technique having its own 
advantages and disadvantages. 


Mail questionnaires must brief assume Satisfactory rate re- 
turn; even when well handled, sizable group will not respond. This raises 
questions concerning survey accuracy, and mail surveys may develop mis- 
leading and unreliable information. Telephone interviews can much more 
comprehensive experienced and well-trained interviewers are used. How- 
ever, they too rely too much the judgment the person being interview- 
ed, and unreliable results are sometimes obtained. Personal interviews 
provide the maximum opportunity for breadth and depth information. 
The results are also the most reliable. This method surveying, however, 
the most expensive. 


order conduct surveys economically recommend that proba- 
bility sampling used. carefully selected sample chosen for the 
survey from utility meter records, only small fraction the customers 
need contacted order obtain reasonably accurate results. Numerous 
surveys which have conducted for utilities have shown that sample 
size between and 10% depending upon the size the group that 
analyzed, sufficient give results that are accurate within plus minus 
2%. 


Surveys can provide the sales executives with much useful information 
such as: 

(1) The number and percentage saturation each the appliances 

and other equipment the utilities’ lines. 

(2) Age equipment use. 

(3) Source purchase. 

(4) Future buying intentions. 

(5) Reasons for purchase. 

(6) Opinions competitive fuels. 

(7) Information dealers’ opinions, policies, and practices. 

interesting fact was turned when large utility company the 


Midwest conducted appliance saturation survey. The company estimated 
had approximately 100,000 controlled electric water heaters its lines. 
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However, the survey indicated that there were 178,000 electric water heaters 
being used the company’s residential customers. Thinking that the 
saturation survey was error, the company rechecked several divisions 
and learned that there were actually 178,000 water heaters its lines. 
The 78,000 additional water heaters had been added shortly after the war 
and were operating the regular house meter, not the controlled rate. 


For several years this same utility had been estimating that its electric 
range saturation was below 35%. survey indicated that the 
range saturation was actually 43.9%, increase over percentage points 
from the company’s previous estimates, difference 73,800 electric 
ranges. 

Saturation and “buy intentions” surveys conducted periodic basis 
provide the sales executive with the information necessary for planning the 
most effective sales promotion programs. After these surveys have been 
conducted, trends appliance sales and saturations for area can 
determined and these trends can projected into the future for five 
more years provide sales goals. 


more utility companies discontinue the actual sale appliances 
the public, dealers and distributors are being relied upon greater extent 
see that the public gets the electric and gas equipment that wants. 
Since utilities spend considerable amounts money promote appliances 
through dealers and distributors, important that they know what their 
dealers want and can use help sell more appliances. Dealer surveys are 
useful develop information dealer opinions, policies, and practices. 
Among the things utility should learn about its dealers are: (1) How 
many dealers sell complete line electric and gas appliances? (2) 
What emphasis does the dealer put appliances? (3) the dealer 
specialty dealer—TV radio, kitchens, etc.? (4) Does the dealer service 
the appliances sells? (5) installation allowances help him more than 
advertising? (6) Would utility-sponsored sales training programs 
assistance? (7) Does the dealer like home service assistance? These and 
many more items can determined from dealer survey. Dealers tend 
reflect exaggerated spirit enthusiasm and cooperation when being 
interviewed utility representative; therefore, order obtain unbiased 
answers, recommended that outside agent conduct the survey. 


There are many other types surveys which are useful connection 
with utility marketing problems. few these are: 


(1) Surveys can used pretest evaluate utility advertising. 
(2) Shopper surveys can conducted determine more about retail 
sales performance and about dealer sales practices. 


(3) Employee surveys are useful evaluate employee morale and 
background for planning programs. 


saturation survey among employees also helpful see how many 
employees the company are using electric gas appliances. Frequently, 
survey this type point the need for utility carry active 
appliance promotional campaigns among its own employees well its 
customers. Much more could said about surveys, but time does not per- 
mit explore the subject further. 
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LOAD RESEARCH 


would like turn now the subject load research the utility 
industry. Since gas utilities serve their customers with pipes which are 
sized take care all their customers’ needs long the gas pressure 
maintained, they are not particularly interested the hour-by-hour use 
gas appliances and equipment. Electric utilities, the other hand, 
which must continually generating the electricity used its customers, 
are extremely interested the hour-by-hour usage habits its customers. 
However, many electric utilities have been content use information de- 
termined other companies, and there are many places which little 
load research has been conducted. 


Through the use load research, demands, usage, etc., for the various 
classes service can determined. This information can utilized 
cost studies, many which Middle West Service Company has made for 
electric utilities. The purpose these studies determine the approxi- 
mate cost furnishing electric service the various classes customers. 
The cost studies show the percentage returns earned the various classes 
service. Sales management can use the cost studies guide ap- 
portioning the sales promotion expenditures among the classes service. 


Table 
Percent Returns Earned Classes Service 
Residential 


Company and Rural Commercial Industrial 
4.80 12.10 6.50 
3.60 12.70 7.98 
3.39 11.50 12.50 
2.67 16.40 19.60 
4.61 12.20 7.46 
3.17 9.50 9.25 


Table shows the percentage returns earned classes service for 
six utility companies which are designated “A” through will 
noted that the commercial category generally earns the highest percentage 
return and three four times higher than the residential and rural. 
course, these cost studies are also used extensively determine rate policies. 


Experience with many utility companies indicated that utility 
can afford spend cents cents per dollar estimated annual reve- 
nue promote commercial business, while cents cents per dollar 
estimated annual revenue could spent promote industrial load. 
utility can afford spend approximately cents per dollar revenue for 
residential business, and, emphasis placed high load factor and high 
percentage return appliances, and some cases can spent for 
selective residential business and still have sufficient revenue left over 
increase the company percentage return. 


have sufficient load data the major electric residential appli- 
ances, and are able draw 24-hour load curves all these appliances, 
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The peak hour for the range p.m.; clothes dryer, a.m.; water heater, 
p.m.; refrigerator, p.m.; and the freezer has peak hours from a.m. 
p.m. and from p.m. p.m. 


knowing the load curves for the appliances and how many appli- 
ances are utility’s lines, the residential load curve can constructed. 
The residential curve broken down lighting and miscellaneous appli- 
ances and the major appliance. Room air conditioners comprise large 
part this company’s residential load. The 24-hour load curves also 


make possible for the load factor and percentage returns 
earned any major appliance. 


The typical percentage returns earned investment major appli- 
ances for utility company with summer daytime system peak vary 
widely. Just point out few: room air conditioners earn return, 
clothes dryers earn 14% return, lighting and miscellaneous appliances earn 
17%, ranges earn 18%, the 100-150 lb. freezer-refrigerators earn 19% re- 
turn, and water heaters earn 13% return. These percentages are calculated 
incremental investment and expense factors. Sales promotion expense 


has been left out order determine which appliances are more profit- 
able promote. 


These percentage returns investment are earned company with 
summer p.m. system peak. company had winter p.m. system 
peak, the percentage returns earned the company might change con- 
siderably. For instance, for summer peak company, the electric range 
earns 18%, however, for winter peak company, the range only earns 
because this case the range load directly the company’s p.m. 
system peak. analysis load factors and percentage returns the 
major appliances utility’s lines valuable assistance showing 
the sales executive which appliances are the most profitable for his com- 
pany promote. 

These figures point out the fact that when utility has sum- 
mer system peak practically every appliance (except air conditioning and 
refrigeration) will “off peak.” All new off-peak loads added the 


utilities’ lines help improve system load factors and therefore earn 
higher percentage returns. 


One residential use which little load research has been accomplished 
residential lighting. The utility industry began with lighting almost 
years ago; today lighting accounts for approximately one-fourth the 
total residential revenue and about 12% the utility industry’s total revenue, 
yet company can say accurately how much its revenue kilowatt- 
hours comes from residential lighting. have 24-hour load curves 
lighting and miscellaneous appliances, but not for residential lighting alone. 
However, Middle West Service Company has been engaged the General 
Lamp Company conduct one the largest load research pro- 
grams ever attempted the industry determine the 24-hour load curve 
for residential lighting, the annual KWH consumption, diversified demands, 
etc. Twenty-two progressive and pace-setting utilities geographically dis- 
tributed throughout the country are participating the project which 
being guided the Load Research Committee the Association Edison 
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Illuminating Companies. Each utility company has rewired six test houses 
obtain lighting separate circuits and the appliances other separate 
The testing began December 1957 and scheduled run for 
one year. the completion the tests the AEIC Load Research Commit- 
tee will able report its findings the characteristics the residen- 
tial lighting load, they are revealed this survey, which will the 
most comprehensive study the residential lighting load yet undertaken 
the industry. The sales executive can decide how aggressively his com- 
pany can promote his residential lighting. 


Marketing research when utilized correctly can tremendous help 
the utility sales executive planning effective sales programs. However, 
more marketing research necessary. For instance: 


(1) What should utility’s sales budget dollars per customer 
percentage revenue? 


(2) How much the advertising and promotion dollar should spent 
commercial, industrial, rural, and residential class? 


How much display, manpower, demonstration expense should 
allocated these various 


are entering phase when utility sales control more essential, 
and management utility companies wants know more about the ef- 
fectiveness their sales programs. see such expanding need and 
desire the part the utility industry for more marketing research that 
have formed new company, the 20th Century Marketing Research 
Institute, Inc., this work. This institute will handle all mar- 


keting research problems product, personnel, industry projections, area 
development, and many other classifications. have just scratched the 
surface. Much more needed. 
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GAUGING—AND GETTING—THE FUTURE 
BUILDING MARKET 


George Cline Smith* 


Dodge Corporation 


The construction market, this recession year 1958, will the 
biggest market ever faced any fabricating industry the history the 
world. this surprises you, afraid the fault those the 
industry who have been somewhat remiss tooting our own trumpets. 
Many smaller industry—automobiles, for example—is far better known 


and understood industrial entity. propose put end this ex- 
cessive modesty forthwith. 


New construction this year should total somewhat over $48 billion. This 
amount something more than three times the total factory sales auto- 
mobiles and trucks their peak year. Forty-eight billion dollars little 
more than 11% the gross national product the United States. 


top new construction, have construction work done main- 
tenance .and repair. There are remotely adequate statistics the 
amount this work and obtaining such figures would difficult and 
expensive task, but some educated guesses put the amount this year 
$20 billion more. This would bring total construction activity—the 
market for materials, services, and labor—to little under $70 billion this 
year, 16% our national output. 


Because 1958 recession year, should keep mind two aspects 
these figures which influence the long-term forecast for the building 
business. First, construction has held better than other industries 
all three the postwar recessions, that percentage GNP may 
little the high side right now. the other hand, the recession 


has clearly slowed the rate growth, that the dollar total somewhat 
below its normal trend. 


This not the place discuss the recession, except say that evi- 
dence seems mounting that business activity general beginning 
slow climb upward. Barring the remote possibility some secondary 
shock which might knock the recovery the head, think can assume 
that the bottom this recession has been passed. any case, the longest 
recession merely small fraction normal lifetime. The short-term 
outlook here today and gone tomorrow, while the long-term outlook, 


definition, with for long time come. must not let the trees 
today obscure the forest the future. 


*George Cline Smith Vice President, Director, and Economist for the 
F.W. Dodge Corporation. Mr. Smith has been associated with the U.S. 
Chamber Commerce economist and manager the Finance Depart- 
ment. has also been economist for the Department Commerce and 
the War Production Board. Presently consultant the Department 


Commerce. holds B., M., and Ph.D. degress from Washington 
University. 
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Like manufactured goods, buildings may divided into two classes, 
depending whether they satisfy end demand directly are part 
the productive process. Consumer buildings include homes, providing shel- 
ter; schools, providing education; hospitals, providing medical care; and the 
like. Producer buildings are those which serve the production and distri- 
bution goods and services—factories, stores, offices, and on. There is, 
course, twilight zone construction projects which cannot easily 
classified since they serve multiple functions—highways and many other 
public works, for instance. 

But the demand for all buildings directly indirectly function 
the number people, their real incomes, and their allocation incomes, 
modified such other factors existing inventory buildings, deteriora- 
tion, obsolescence, and catastrophe. 


THE FUTURE BUILDING MARKET 


assessing the building market the future, could build some 
very fancy economic models. But most other cases, there are numer- 
ous unpredictable variables which must forecast, many the basis in- 
adequate historical and current data. many building areas—housing, 
highways, and other public works, for example—future legislation will play 
important part shaping trends. One thing have learned from long 
years Washington that unsafe make any predictions about the 
form legislation will take, even the morning the day act finally 
passed. 

broad-brush abstraction will probably prove more useful for our pres- 
ent purposes than detailed model. know that through most this 
century, except times war severe depression, new construction ac- 
tivity has averaged about 10% Gross National Product. 


assume that GNP continues increase average per 
year, will find reaching $585 billion 1968. (These references are 
terms constant 1958 dollars.) further assume that construction 
will account for somewhere between and 11% GNP during the period, 
new construction activity will somewhere between $53 and $64 billion 
1968, with $59 billion reasonable middle-of-the-road prediction. This 
$59 billion would divided roughly follows: nonresidential building, 
$15 billion; residential, $20 billion; and all other construction, $24 billion. 
This residential figure would provide for about dwelling units 
year 1968. This not much higher than the peak approximately 
1,400,000 units reached back 1950; but 1968 should able 
sustain the higher level indefinitely, rather than dropping back mil- 
lion units year have lately. 

may said, way argument, that typical home-buying couples 
are their early thirties, and that such couples will relatively few 
number 1968, since they will represent the lean baby crops the Great 
Depression. think our 1968 estimate low enough re- 
flect this fact, and may well too low view two other influences. 


First, there the extremely good possibility that further government 
actions, such extension G.I. loan privileges the entire population, 
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may both increase the total number home buyers and make possible 
for younger couples, who will represent the boom baby years after 1940, 
buy houses earlier stage. 

Second, may well awake the facts depreciation and ob- 
solescence houses. doubtful whether more than 300,000 the mil- 
lion dwelling units being this year represent replacement, and the 
simple fact that this rate would take more than 180 
years renew our existing stock housing. Since most houses simply are 
not built last that long, sooner later are going have step 
this replacement rate, which now only six-tenths one per cent each 
year. are going have step enormously are not find 
ourselves, the average, more poorly housed each year. 


still have sizable backlogs housing demand, least need, 
evidenced millions existing substandard units, some which would 
hardly serve sties for respectable ‘pigs. top this, have the tre- 
mendous annual increase population, for which additional housing must 
provided. 

The net population the next two three years may 
somewhat less than record levels, but will still large enough repre- 
sent new Chicago metropolitan area every two years, and large enough 
equal the annexation both Canada and Cuba years. 


this point, someone usually offers sarcastic comment the effect 
that babies don’t buy houses. True enough; but their parents do, and 
the baby (or babies) often the proximate cause the home purchase. 
And, course, net increase population spread through wide range 
age groups. There will actually decrease the number babies 
this year, while total population grows 2.7 million. 


Population increase, combined with backlogs need today, will effect 
many other types construction well. School-age population will con- 
tinue increase for another four years, and, after some leveling, should 
begin rise sharply again during the late 1960’s. seems hardly likely 
that will have finished the job providing modern school facilities for 
all our children the time the new upsurge begins. The number cars 
our roads has more than doubled the past years, and the traffic- 
carrying capacity our highways certainly hasn’t. The new highway pro- 
gram guarantees enormous outlays for these purposes well beyond 1968, 
since will undoubtedly expanded and extended. Even our present over- 
capacity industrial plants will prove short-lived markets grow and 
erosion time takes its toll through depreciation and obsolescence. 


have said, the future markets for both producer and consumer 
buildings depend directly indirectly the same factors. One factor, 
population, probably the most dynamic. The second factor, real income, 
may expected increasing has through most years the 
past. really have way estimate long-run changes the alloca- 
tion incomes the future, probably the best can looking 
ahead for decade assume that will remain constant, which 
plain language simply means that ignore it. The modifying factors—in- 
ventory, deterioration, obsolescence, and catastrophe—we have already 
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touched briefly, and time permits say very little more about them 
except note one additional fact. 


The building business was hit very hard the Great Depression, and, 
just was beginning recover, World War brought practically all 
nondefense building halt. For the 16-year period 1930-1945, most 
types construction lagged far behind the needs the nation, which con- 
tinued grow even during the depression and which expanded very rapidly 
during the war. This stupendous deficit has probably not been overcome 
any building type except factory buildings, and must remember that 
the war had stimulating rather than retarding effect this one area 
building which was readily convertible civilian use. There great 
deal evidence that have still not caught with past growth de- 
mand for housing, schools, hospitals, churches, utilities, public works, 
even commercial buildings. 


CONSTRUCTION MARKETING 


During the next years, some $540 billion worth goods, services, 
and labor will into the new construction market. rough guess, 
perhaps $250 billion more the same types commodities and services 
will into maintenance and repair construction. This adds the 
colossal sum almost $800 billion, average nearly $80 billion 
year between now and 1968. am, course, referring constant 1958 
dollars. Because inflation seems about certain death and taxes, 
the actual dollar totals, when the last precinct has been heard from, will 
much higher. 


Nothing history has ever been comparable this gigantic con- 
struction market which looms ahead the next decade. But pe- 
culiar market, and come our second subject, how reach it, 
would well for understand some these peculiarities. 


There are many definitions “market.” Commonly, think 
the market the buyers who control the spending the $800 billion. 
But classical economic sense, market communication infor- 
mation between buyers and sellers with view ultimate transactions. 
market place may single room, the New York Stock Exchange, 
may whole nation, the case fresh vegetables. this 
classical sense, nearly perfect market the Chicago Grain Exchange, 
where there are small number homogeneous products, with complete 
and virtually instantaneous information supply and demand and the 
bids and offers buyers and sellers. 


the opposite end the scale, what might called atomized 
market, the construction industry. Here find hundreds thousands 
sellers thousands different materials services, facing 
literally millions buyers. The market place may office Radio 
City, car parked front vacant lot Pocatello. The buyer may 
large corporation like and the seller may local building 
contractor; the seller may Levitt and the buyer may veteran 
with $500 liquid assets. almost literally true that two building pro- 
jects are alike. the minimum they differ location, and the variety 
methods and materials that may used almost infinite. 
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Obviously, the crying need market like this communication, 
and there one simple answer the interchange information. The 
communication must two directions and two types: project 
information, which tells the seller what prospective buyers are to; and 
product information, which tells the buyer what available and from whom. 


There are two principal types project information: the individual 
project reports, which tell who, what, where, when, and how much for 
single project; and construction statistics, which summarize how much, 
what types and where. With these tools, sellers may vector their sales- 
men, establish sales territories and maintain sales controls, forecast pro- 
duction and shipments, and conduct direct mail campaigns. 


Product information, traveling from seller the buyer factors, takes 
several basic forms: advertising magazines and newspapers, main- 
tenance prefiled catalogs (which are particularly adaptable the con- 
struction industry), direct mail campaigns, and sales calls. 


important feature construction marketing the fact that re- 
latively small number architects, engineers, and builders controls the 
specification very large proportion the billions dollars materials 
used each year. This means that much the sales appeal must directed 
them. also means that maintenance prefiled catalogs their offices 
not only economically feasible but also practically essential. 


this point, going have start talking terms own 
company, for the simple reason that function principally specialists 
this field. other company intimately connected with all the prin- 
cipal aspects marketing the construction industry, other company 
has wide range construction marketing services, and other com- 
pany spends such overwhelming proportion its total effort 
construction marketing. fact, one hardly talks about construction mar- 
keting America without mentioning Dodge Corporation. 


reasonably sure that Frederick Dodge and Clinton Sweet 
had never heard atomized market when they established the princi- 
pal functions this corporation more than half century ago. They both 
saw the gaps communication the construction market and took steps 
fill them. The full story interesting example the capitalistic 
system moving, without master plan government agency, the direc- 
tion improved efficiency through the operation the profit motive. 


Project information furnished, first, through Dodge Reports. These 
now operate the states east the Rockies. More than 
sand news gatherers, working through more than field offices, obtain 
information from wide variety news sources, and this information 
issued subscribers the form slips containing essential information. 
These are issued various stages, beginning with contemplated projects 
and continuing through successive stages for each project additional in- 
formation becomes available. Different sellers are interested various 
stages. Some suppliers want the earliest possible information, when pro- 
jects are merely gleam the owner’s eye; others—subcontractors, for in- 
stance—may primarily interested knowing when the general contract 
awarded and whom. The function the reports point the 
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sellers’ efforts the right direction and the right time. More than 
million these reports, covering about 3,500 different projects, are issued 
Dodge each day. addition this extensive Dodge service, there are 
various other local reporting services which produce project reports 
small scale. 


This flow information from buyer seller supplemented con- 
struction contract statistics. These originated by-product Dodge 
Reports 1919, when occurred the management that tabulation 
project reports the contract award stage would provide good statisti- 
cal measure commitments for future building. The statistics were 
37-state basis until but that year, through the development sup- 
plemental sources and the cooperation seven western universities, the 
coverage became national. 


Because actual construction activity takes place over many months 
following the award contract, these statistics have unique predictive 
value for both economic and marketing purposes. Two the famous “eight 
leading indicators” found the National Bureau Economic Research 
consistent advance indicators the ups and downs general business 
activity were Dodge contract series, one for residential floor area and the 
other for industrial and commercial floor area. The Dodge series form the 
principal basis for the nonresidential portion the government’s new con- 
struction activity statistics, the so-called work-in-place. Many 
use the contract statistics for forecasting purposes, since they lead produc- 
tion and shipments and correlate well with many sales patterns. They are 
also used controls over sales activities territorial basis; for estab- 
lishment county, state, regional sales quotas; for measurement mar- 
ket penetration; and some cases for actual scheduling future produc- 
tion. 


The contract series give detail down the county level for wide var- 
iety building types, and they include both dollar volume 
volume measured floor area. The basic economic information issued 
each month through some 155 different press releases and also through 
publication various government bulletins. The detailed marketing in- 
formation available subscribers through bulletin service, more de- 
tailed “potentials and trends construction markets” service, and highly 
detailed “territorial control service” tailored the needs individual sub- 


also furnish several means communicatin from seller buyer. 
One, which without parallel anywhere else, Sweet’s Catalog Service, 
which since 1906 has been maintaining prefiled catalogs the offices 
the most important buyer factors. Sweet’s Architectural File, which dis- 
tributed controlled basis each year the principal architects, engi- 
neers, and builders, now numbers volumes 15,872 pages. There also 
Light Construction File, and recent years new files have been establish- 
industrial construction, plant engineering, machine tools, and product 
design. 


The prefiled catalog serves the buyer keeping before him, 
set bound volumes, the catalogs thousands suppliers. One whole 
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volume, for instance, covers windows alone. The catalog content, and 
many cases the catalogs themselves, are furnished Sweet’s manufac- 
turers, but Sweet’s establishes standards design and content which must 
met. The prefiled catalog the job, readily available form, the 
exact moment the buyer actively enters the market for particular product. 
Its success the construction field, have said, made possible 
the fact that relatively small number persons influences substantial 
proportion construction purchases each year. necessary part 
construction marketing advertising and salesmen’s calls. 


Advertising, means communication between sellers and buyers, 
largely done magazines. There are host these which reach buyer 
factors construction, including consumer magazines, architectural and en- 
gineering journals, builders’ magazines, and periodicals aimed various 
special groups which may from time time enter the construction market. 
have already mentioned the importance the designer buyer fac- 
tor, and publish the oldest and largest magazine for architects and en- 
gineers, Architectural Record. also have magazines the school, hos- 
pital, and college adminstration fields, which serve media for build- 
ing product advertising these groups. Newspaper advertising also 
important, and publish three daily construction newspapers, Chicago, 
Denver, and San Francisco. 


further indispensable means communication from seller 
buyer, have the salesman’s calls. know, and more than 35,000 
clients, that these calls are far more productive they are aimed buyers 
about become active the market, indicated the various stages 
Dodge Reports. 


These are, course, not all the means communicating product 
information, but they are the most important. They are especially im- 
portant today. spite its huge size, the $800 billion dollar construction 
market the next decade not going provide all the business that 
every seller would like have. The reason quite simple; the postwar 
prosperity the construction industry brought tremendous increase 
the number firms engaged the business. Commerce Department fig- 
ures show that the number contract construction firms tripled the 
years following World War II, and there was probably parallel growth 
supplier firms. 


Construction has long been bright green pasture, not only those 
engaged it, but other firms looking wistfully over the fence. 
this recession, has looked even greener relative some other industries 
which have suffered sharp declines. result, companies which pro- 
duced building materials all have been casting about for means 
enter the construction market. Producers basic materials are showing 
more interest finished components. Durable goods producers are looking 
for outlets building products. movie company has even gone into 
real estate development large scale. 


All this means that competition for the huge building market will 
keener than ever. Those who are already the field will have work 
harder than ever keep increase their share the market, big 
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is. Now time trial, but also period great opportunity for 
those who the smartest job producing and marketing their goods 
and services. short, the biggest market history there, but you’ve 
got out and dig for it. You can’t afford let salesmen spend their 
time going from cold call cold call. You’ve got use every means 
your command vector your salesmen the right time, and the 
right place, with the right You’ve got back them with 
your advertising, your catalogs, and your direct mail. 


final word marketing and promotion recession period, for 
which indebted recent speech Dr. Guy Suits, vice president 
General Electric. Dr. Suits was talking about research and development 
programs, but what said equally applicable business spending for 
marketing: “It constant temptation improve the current operating 
statement eliminating current expenditures for future business. Too 
much preoccupation with this kind shenanigans will make practically 
certain that there will future business.” 
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THE HISTORICAL DEVELOPMENT THE 
WHOLESALER DURING THE PAST 
150 YEARS 


Millan Karas* 
University Cincinnati 


The history the wholesaler very interesting for two reasons. 
First, the historical development the wholesaler the United States 
closely parallels the historical development our economy, economy that 
developed from agricultural community the greatest industrial nation 
that the has ever known. The second reason for interest that 
here type middleman who, according many predictions the 
past several decades, should have become extinct long before now, enjoying 
not only very existence but also making major contribution 
the welfare our economy. 


Let pursue these two somewhat more detail starting 
with the historical development wholesaling and the wholesaler our 
economy. Wholesaling’, our country, was initiated the merchant com- 
panies who were given grants the European monarchs the 16th and 
17th centuries for the purpose colonizing the new world. Colonies were 
sought for two reasons: (1) provide raw materials for the industries 
the sponsoring countries; (2) provide markets for these industries. 
Trade, therefore, became very important the early history our 
country. These merchant companies imported the manufactured commodi- 
ties Europe which were essential for the development the New 
World. They also exported the colonial products such lumber, fish, fur, 
and tobacco. This import-export trade was the first substantial whole- 
saling activity the colonial period. 


the population along the coastal areas increased, settlers, pushed 
inland and the development the hinterland began. With the arrival 
more settlers, towns began rise. Early settlements and towns were served 
the trading post and general store, where tremendous amount 
barter was carried on. Imports the European countries were traded here 
for the agricultural surpluses the new land. These latter commodities 
turn, were shipped the seaports where they were exported foreign 
countries. Records indicate that substantial proportion the trade 
carried the trading posts and general stores was essentially wholesal- 


ing. 


*Millan Karas currently Professor Marketing, Head Industrial 
Management, and Chairman the Master Business Administration Pro- 
gram the University Cincinnati, has had business experience with 
Goodrich Company and Grant Company. received his 
Ohio Wesleyan, his from Kent State, and his Ph. from Ohio 
tate. 

*Except where otherwise noted, most the factual information based 
upon the contents the historical chapters Wholesaling Beck- 
man and Engle (New York, The Ronald Press Company) 1937 and 
1951 Editions. 
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Early wholesaling trade this country was, therefore, characterized 
very close association with importing and exporting the one hand 
and with retailing the other. 


EMERGENCE THE SEPARATE WHOLESALER 


The first wholesale house that was entirely separated from importing 
the United States was established 1808, just 150 years ago, Cornelius 
Vanausdal Eaton, Ohio, few miles from Cincinnati. This same Mr. Van- 
ausdal opened similar dry goods wholesale establishment Cincinnati 
1828. Thus, early 1828 the chain wholesaler was existence this 
country. 


The grocery wholesaler began emerge the start the 19th cen- 
tury. this time grocers were primarily engaged retail operations. 
Grocers located the more populated areas, started cater the retail 
grocers serving the provincial trade. Substantial sales were made the 
country buyers during the spring and autumn periods the year, when they 
came the larger markets replenish their merchandise stocks. With 
the passage time some the grocers the larger markets gave the 
retail end the business and concentrated the wholesale side exclusively. 
number these grocers banded together buy importer’s entire con- 
signment coffee, tea, sugar, which they then divided among them- 
selves. Thus, there emerged buying technique which, many years later, 
was become known group buying and was effectively used many 
types business organizations, including department stores. 

The War 1812, which drastically curtailed the amount imports, 
presented American industry with strong impetus for more rapid de- 
velopment its facilities. The first rolling mill was opened Pittsburgh 
1808. The years immediately following witnessed the rapid growth the 
canning industry America. The meat packing industry was started 
1818 Cincinnati, which then became known “Porkopolis.” This in- 
dustrial expansion created need for greater distribution facilities. The 
American wholesaler was ready for the challenge and the end the 
first quarter the 19th century provided facilities which were quite 
ample for the distribution these manufactured goods. 

has been pointed out, the first wholesale establishment that was 
completely separated from importing was that Mr. Vanausdal Eaton, 
Ohio, 1808. Probably the first similar wholesale firm that was complete- 


disassociated from retailing was the dry goods house Elisha Riggs 
Georgetown, Maryland, the close the War 1812. 


the end the War 1812 the stage had been set for the emer- 
gence the American wholesaler business enterprise divorced 
from importing the one hand and retailing the other. 


With the growth the economy there was expansion the number 
wholesale establishments and their volume sales. This expansion, 
however, was not uniform throughout the various lines trade. The dry 
goods and grocery fields were already well established the early part 
the 19th century. The wholesale drug business also developed early. 
Schieffelin and Company reported have been organized prior the 
start the 19th centry. The firm Farr and Kunzi was established 
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1818 Philadelphia and later became Powers and Weightman. McKesson 
Robbins was founded 1833 under the name McKesson. 
McKesson Robbins, Inc., was the first wholesale drug firm that started 
manufacture line pharmaceuticals. Wholesalers other lines de- 
veloped later. 


During these early days there was geographic concentration whole- 
salers. 1840, when the Census Bureau tried determine the extent 
commerce the United States, found that there was total 5,872 
wholesaling firms foreign and domestic trade. Those engaged 
foreign trade were concentrated New Massachusetts, and 
Pennsylvania, where there were 904 total 1,108 firms this type. 


THE WHOLESALER THE MID-AMERICAN AREA 


The development commerce the mid-American area the country 
was hindered inadequate transportation. Typical this problem was 
the situation existence Cincinnati around 1800. Imports, such they 
were, came across the mountains from Philadelphia, Baltimore, and New 
York. Exports went down the Ohio and Mississippi Rivers New 
The boats were mostly flats which never returned, barges, and 
keels which were brought back with considerable effort and expense. 
Thus, commerce languished and there was little encouragement for the 
farmer increase his output. Corn and oats rarely brought more than 
cents cents per bushel and often sold for only cents per bushel. 
Wheat sold for cents cents per bushel. Good beef sold for about 
$1.50 hundred while pork brought from hundred. 


this time Jesse Hunt Cincinnati proposed the establishment 
The Miami Exporting Company, whose function would provide better 
and cheaper transportation between Cincinnati and New Orleans. The 
Miami Exporting Company was organized February 21, 1803. Since the 
founders had some reservations about the success their venture trans- 
portation, the charter that they applied for also included banking powers. 
The operation this concern reduced the freight charges from New Orleans 
Cincinnati about hundred. Since this was below the average 
charge carrying the goods across the mountains from the East, there 
some improvement trade between New Orleans and Cincinnati. 
1807 The Miami Exporting Company, which never did provide 
service,” originally planned, dropped the shipping business and went into 
banking exclusively. 

The first steamboat launched western waters, the “New Orleans,” 
came from Pittsburg 1811.° This service stimulated exporting from Cin- 
cinnati and for the six months’ period from October 1818 March 1819 
exports from Cincinnati reached total $1,334,080." 


*All factual information concerning this phase the development based 
upon Centennial History and Representative Citizens 
Charles Theodore Greve (Chicago, Biographical Publishing Co.) 1904. 
Farnsworth, The Cincinnati Directory (Cincinnati, 1819), 53. 
‘Lewis Atherton, The University Missouri Studies, Vol. XIV, No. 
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The wholesalers this part the country could not develop any 
extent until the retail trade was well established. The early merchants 
this area depended the eastern wholesale houses for their supplies. 


1828 Philadelphia was the leading supplier the midwestern mer- 
chants, with Baltimore second the same period, St. Louis was 
the leading wholesale center the Midwest. St. Louis gained this position 
because its early development center for the fur trade and because 
its location, which gave excellent connections river with many 
the towns that were developing the area. 


Cities along the Ohio River played important part the develop- 
ment wholesale trade during the first half the 19th century. Cincin- 
nati, Pittsburgh, and Louisville were representative these cities which 
shared the wholesale trade because their location waterways and 
the line communication between East and West. 


Wholesalers operating the Midwest during this period faced the com- 
petition the seaboard houses, which had certain competitive advantages 
over the houses operating the Midwest. Listed among these advantages 
were: (1) better selection merchandise due bigger operations and 
their location the primary centers, (2) lower prices illustrated the 
data Table and (3) more liberal credit policy. This credit policy 
was the result having had experience with the midwestern merchants, 
with whom the seaboard wholesalers had had previous dealings. was com- 
mon for this mercantile credit extended for six-month period with- 


out any additional charge. additional six months’ credit was extended 
for charge per annum. 


TABLE 
Wholesale Prices Current Various Cities, December 23, 1837 


Article St. Louis Cincinnati New York New Orleans 
Sperm candles 45-46 36-37 
Coffee 14-16 9-15 9-12 
Cotton yarns 34-35 29-35 18-26 
Juniata iron 150 140 100 100 
Cut nails 8-9 7-8 
Imperial 
Gunpowder tea 80-90 68-85 55-100 70-73 
Source: The University Missouri Studies, Vol. XIV, No. April 1939, 
65. 


Offsetting these advantages was the great distance separating the sea- 
board wholesalers and the midwestern buyers. took the buyers six weeks 
longer make buying trip the eastern market and return 
home. The cost such trip was high and the job getting the goods 
home safely was constant worry and expense. was very unusual 
for buyer purchase enough goods one trip take care his annual 
needs; hence had place fill-in orders with local houses. the buyer 


ordered mail, was never certain receiving the right kind and 
amount 
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the light the above conditions, was inevitable that, with the 
passage time, growth business, and the improvement transportation 
facilities, the local wholesale houses would supply much greater proportion 
the merchandise needs the home communities. 1850 many the 
country’s leading wholesale centers, such New York, Philadelphia, Balti- 
more, Boston, Detroit, St. Louis, Pittsburgh, Cincinnati and Chicago were 
well established. The growth wholesale centers from 1850 followed 
closely the growth the country. 

Wholesalers had much with the revival trade following the war 
between the states and the depression following the crisis 1873. Mercan- 
tile credit extended the wholesalers made possible for many retailer 
survive the depression starting 1873, well later economic set- 
backs. 

RISE SPECIALIZATION 


The historical development the wholesaler throughout the past 150 
years closely approximates the development the retailer, who the 
wholesaler’s best customer. During the early history this country, the 
merchandise needs the people were supplied the general store, which 
carried wide variety unrelated merchandise. The needs these general 
stores were filled general merchandise wholesalers, who also carried 
large stocks unrelated merchandise. the towns began increase 
size and population, the general store gave way the single line store. 
The wholesaler changed his method operation meet the new conditions 
and the general line wholesaler emerged. With the growth large metro- 
politan centers, there was further specialization the retailing field, and 
the specialty store, now know it, developed. These specialty stores 
firm that handles only athletic goods rather than entire line hard- 
ware. Specialty wholesalers developed take care the needs these 
specialty stores. 

The competition chain stores, which have the advantage size, cre- 
ated serious problems for the independent retailer. was need some 
type organization which would enable him more competitive with 
this new development. Wholesalers adjusted this change establishing 
cash and carry outlets and voluntary chains. appears that each sig- 
nificant development the retailing field had comparable development 
the wholesaling field. 


Similarly, the conditions that were existence the manufacturing 
field resulted the development variety merchant and functional 
middlemen take care these needs. The average manufacturer, being 
comparatively small, with potential customers scattered over wide geo- 
graphic area, needed some method distribution serve the potential 
buyers. Wholesalers served this need. Many manufacturers had further 
need for someone move the goods into the hands wholesalers. 
serve this latter, agents, brokers, and commission merchants developed. 


evident that wholesalers, the United States, have been alert 
the changing needs the business community and throughout their history 
have altered their method operation take care these changing needs. 
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doing, the wholesalers have made major contribution the develop- 
ment this nation’s economy. 


RELATIVE POSITION THE WHOLESALER THE ECONOMY 


Now, let consider how the wholesaler, type business institu- 
tion, fared during this period economic development and what his position 
today. The 1929 Census Distribution shows that there were 169,702 
wholesale establishments existence that time, compared 1,476,356 
retail establishments. Percentagewise, this means that there were 11.5% 
many establishments the wholesale field there were the retail field. 
Comparable figures taken from the 1954 Census Business list 252,318 
wholesale establishments and 1,721,650 retail establishments. When the 
1954 totals are converted relative figure, find that the number 
wholesale establishments compared with the number retail establishments 
increased 14.6%. Thus, the 25-year period 1929-1954, for which 
have census data, the number establishments the wholesale field in- 
creased greater rate than those the retail field. 


can argued, however, that the number establishments and the 
rate their numerical increase not give true picture, since there were 
two significant developments our economy during this period which would 
have bearing these figures. These developments were: (1) decline 
the relative number retail establishments due increase the size 
units. This can illustrated one supermarket replacing number 
clerk-operated stores one large gasoline service station, turn- 
pike, replacing more smaller stations previously serving the area. 
(2) increase the relative number wholesale establishments because 
the development many smaller specialty wholesale houses. 


necessary, therefore, look elsewhere determine whether the 
wholesaler maintained his relative position the economy. The most obvi- 
ous information that might used answer the above question appears 
comparison the sales figures the two areas. 

Table shows the sales volume both wholesale and retail establish- 
ments for the census years 1929-1954. Wholesale sales percentage 
retail sales remained comparatively stable for the four census periods. 


TABLE 
VOLUME WHOLESALE AND RETAIL TRADE 
CURRENT PRICES 
SELECTED CENSUS BUSINESS YEARS, 1929-1954 
(Amounts Thousands Dollars) 


Amount 1929 1939 1948 1954 
Wholesale Volume $68,950,108 $247,474,422 


Wholesale Volume 
percentage 
Retail Volume 144% 140% 147% 146% 


SOURCE: Compiled and computed from data published the United States 
Bureau the Census. 
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When the 1954 price level applied the sales figures Table 
adjust them common base, and when these adjusted figures are con- 
verted sales index, Table can constructed. 


TABLE 


COMPARISON INDEXES VALUE GOODS SOLD 


THE WHOLESALE AND RETAIL FIELDS CONSTANT PRICES 
(Index Numbers, 1954 100) 

AREA 1929 1939 1948 1954 

Wholesale 49.7 51.6 80.9 100.0 

Retail 48.5 51.3 82.0 100.0 


SOURCE: Based upon computations appear the new edition Whole- 
saling now undergoing revision Beckman, Engle, 
and Buzzell. 


inspection Table shows that the indexes the value goods 
sold the wholesale and retail fields, constant prices, were almost 
identical for the census periods 1929, 1939, 1948, and 1954. Thus, quite 
obvious that the wholesaler did maintain his position the American 
economy. maintained his position all counts: (1) the number 
establishments, (2) sales percentage retail sales current prices, 
and index value goods sold constant prices. 


closing, may point out that the wholesaler grew with and main- 


tained his relative position the economy. the same time, contribut- 
immeasurably this growth providing adequate, necessary, and 
changing facilities and services carry the business function the 
nation. 
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THE MODERN WHOLESALER AND HIS 
ADJUSTMENT CHANGING 
ECONOMY 


Herman Nolen* 
McKesson Robbins, Inc. 


New and exciting things are taking place our present economy, not 
the least which the emergence the wholesaler dynamic force 
our business and cultural progress. Today’s wholesaler longer the 
passive order-taker for producers the simple purchasing agent for re- 
tailers. vital element the distributive chain which necessary 
the orderly marketing the huge output our vast industrial, agri- 
cultural, and mining organizations. The wholesaler deserving great 
credit for his contributions our economic but unfortunately 
seldom receives that credit. 


Many think wholesalers outmoded middlemen who have 
been and are cluttering the pathways economic expansion. think 
them times institutions which are adding the growing costs 
getting merchandise from producer consumer without contributing 
worthwhile services return. the next few minutes hope demon- 
strate you that today’s wholesaler keeping pace with the rapidly 
changing developments our economy and, many ways, actually show- 
ing the way other units. not underestimate the ability, the influence, 
and the power today’s wholesaler. may not have surrounded himself 
with battery publicity agents who are singing his praises the multi- 
tude, but silently, steadily, and effectively doing his part enable 
our economy grow and bring prosperity and higher living standards 
our people. 


Who this wholesaler who doing much broaden the market 
for the huge quantities new products which are flowing out our vast 
productive empire? specialist, specialist distribution, and this 
age specialization. And must remember that the benefits 
specialization are not confined our industrial operations. These benefits 
are equally applicable the field distribution. And today’s wholesaler 
proving himself most efficient factor our marketing mecha- 
nism. 

The mere fact that buyers and sellers are constantly attempting 
undertake the wholesaling job themselves keeps wholesalers effi- 
cient. Whenever buyer seller feels that can perform wholesaling 
services more efficiently, cheaper, better than the wholesaler, very 
likely assume those services. The result that the wholesaler 


*Herman Nolen President McKesson Robbins, Inc. Mr. Nolen 
widely known authority drug marketing and sales management. 
was formerly Professor Marketing Ohio State. author 
and co-author numerous publications. received from the 


University Wisconsin, from North Carolina, and Ph. from 
Ohio State. 
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stantly under pressure his job effectively. also more responsive 
changes our economy than other agencies cannot afford lag 
behind modern developments finds himself longer being used. 
must adapt himself quickly and continually changes. 


Before reviewing the changes which are taking place wholesaling 
today, and the factors responsible for them, let just briefly mention some 
the functions which wholesalers are performing. For his customers, the 
wholesaler: 

anticipates customer requirements, 

assembles from multitude sources, 
buys economical quantities, 

delivers promptly, 

grants credit, 

provides informational and advisory services. 


And for manufacturers, the wholesaler: 


establishes connections with the whole field retail outlets, 
furnishes advice distribution specialist, 

reduces costs physical distribution, 

reduces manufacturer’s capital requirements, 

simplifies accounting and credit problems. 


Not all wholesalers perform all these services; full-line, full-service 
wholesalers do, others render one more the services mentioned. Retail- 
ers and producers will find possible today utilize from wholesalers 
just the services they desire use. the wholesale field there are many 
types specialized distributors available and the list wholesaler types 
seems growing larger all the time. 

Before discussing detail the various types adjustments wholesalers 
have made and are making meet the constantly changing factors our 
modern economy, let review some the more important economic 
changes which are affecting the operation wholesalers. 

Most the changes our economy which are vitally affecting whole- 
salers today center around three basic elements: advertising, distribution 
costs, and mass distribution. 

All are aware the growing importance advertising our 
economy, not only terms money spent and media used, but influence 
producers, consumers, and particularly distributors. single agency 
more affected the growth advertising than the wholesaler. How 
advertising influencing wholesaling 

First all, wholesalers are feeling the influence advertising con- 
sumers. Consumers have become brand conscious. Wholesalers find dif- 
ficult find market for unbranded unknown merchandise brands, 
and that especially true goods marketing through self-service. Adver- 
tising, too, making consumers much more intelligent purchasers and vast- 
more style conscious. 

Another advertising factor affecting wholesalers that its high 
cost and the necessity for manufacturers make huge initial outlays for 
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advertising. This particularly true television advertising today. The 


fact that manufacturer may have commit for expenditures run- 
ning into millions dollars for comparatively short schedule forces 
him utilize wholesalers get maximum distribution for him prior the 
appearance his commercials. Not many manufacturers have selling or- 
ganizations capable assuming this responsibility, and you cannot finance 
network programs with gradually expanding spotty distribution. 
The job must done prior the appearance the ads much the 
advertising value may dissipated. 

The fact that distribution costs both absolutely and relatively appear 
rising affecting wholesalers well other marketers. Producers 
and distributors are checking their costs more carefully than formerly. 
Labor and transportation costs particularly are rising. The demand for more 
services the part buyers causing distribution costs inch upward. 
The shorter work week with expanding fringe benefits squeezing profit 
margins the field distribution. 


Another important economic factor affecting wholesale distribution 
the continued growth large-scale retail outlets. The supermarket, the 
chain store, and more recently the shopping center developments are chang- 
ing our distribution patterns. Meeting the requirements for capital for ex- 
pansion real problem for the newer and less well-established operators. 
Inventory turnover assuming added meaning for these people. Large- 
retailing has brought with widespread unionization retail outlets. 


The postwar retailing phenomenon, the discount house, altering mer- 
chandising patterns. the continued expansion self-service, self- 
selection, and open display merchandise. 


the past few months the recession has brought with intense com- 
petition and, markets hard hit labor layoffs, savage price competition. 
Detroit, Pittsburgh, Seattle, and other such centers have been particularly 
hard hit this movement. 


The economic changes have mentioned are not the only ones which 
are affecting wholesaling the United States today but believe they are 
the most important. The growing influence advertising, the continued 
upward trend costs, the growing importance large-scale distributors, 
and the development suburban shopping areas are causing wholesalers 


readapt their methods, their policies, their plans, and their practices 
these new conditions. 


How the wholesaler adjusting himself changing economic condi- 
tions credit him and also American business know-how. 
adapting himself most promptly and continually the constant flood 
changes our economy. His close margin profit makes necessary for 


him most responsive even minor variations the economic climate 
which works. 


Let’s first discuss his adjustment the growing importance adver- 
tising—to manufacturers, retailers, consumers—and the need for speed 
attaining that adjustment. Wholesalers today are concentrating the 
well advertised national brands and particularly those which move rap- 
idly over the retailers’ counters. many instances they are providing 


for automatic distribution for manufacturers. many fields wholesalers 
accept automatic distribution from manufacturers and, turn, provide re- 
tailers with automatic distribution products advance advertisng 
programs. This enabling advertisers secure much better return 
their advertising dollars. They are encouraging retailers recognize 
brand ratios their merchandising and provide display areas pro- 
portion sales. 

many instances wholesalers today are providing display services in- 
cluding window, in-store, counter, and bin display services for advertised 
goods. Manufacturers today can engage advertising activities with 
confidence that the merchandise they promote will available for sale and 
properly displayed retail outlets. Wholesalers today are offering 
ative advertising assistance groups retailers. They are assisting the 
manufacturer merchandising his advertising the retailers and that 
way greatly increasing its effectiveness. Few manufactureres today can get 
full return from their investment advertising without the assistance 
wholesalers, particularly the goods are sold large number outlets. 


The wholesaler’s adjustment rising costs distribution less dra- 
matic but, believe, even more effective. Like all businessmen, wholesalers 
have constant battle keep their costs line and think they are doing 
good job pursuing the majority the conventional methods keeping 
down expenses, such increasing merchandise turnover, eliminating waste, 
and the like. However, there are certain areas cost cutting which 
the wholesalers have made great progress the last few years. One has 
been the simplification warehouse and office jobs. Wholesalers, ex- 
perts distribution, have done outstanding job eliminating wasted 
motion and effort. For example, you will pardon the reference own 
company, the past three years are handling one-third more tonnage 
with fewer people our offices and warehouses. opinion, that 
quite achievement industry that not highly mechanized. That 
increase production has been achieved largely getting people 
their jobs better and not the introduction labor-saving machinery. 


very large percentage wholesalers are now using labor-saving de- 
vices their accounting and general office departments. Recently, whole- 
sale druggist the West Coast has developed and installed mechanical 
warehouse machine for storing, picking, and packing merchandise. This 
revolutionary idea still the development stage but may provide 
entry for the introduction mechanization our basic distribution prob- 
lems. Tabulating cards are fed into the machine one end and thou- 
sands individual items are picked the machine and fed through belt 
the shipping platform. The fact that this machine was developed 
wholesaler and the cooperative efforts number wholesalers be- 
lieve indicative the kind thinking which present today many 
our wholesale establishments. 


Another program for cutting costs, which wholesalers are following 
aggressively, selectivity, and especially selective selling and selective ser- 
vicing customers. Wholesalers have learned that not all customers are 
entitled all services; only those customers who will concentrate their pur- 
with wholesaler are entitled his red carpet services. Selective 
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selling and servicing customers are being practiced practically every 
wholesaler the country. 


Wholesalers also are concentrating increasing order size, high 


line extension, and promoting fast-selling merchandise. These practices 
bring down costs. 


Earlier, stated that one our problems has been increased transpor- 
tation and delivery costs. Wholesalers have been quick adjust their 
operations these increased costs making use the delivery services 
not normally used for servicing their customers. Many wholesalers are giv- 
ing rapid service their customers through the use newspaper trucks, 
especially those returning after delivering newspapers. They are using 
buses extensively. They are having florists and milk delivery companies 
work for them. our business have made extensive use Western 
Union delivery service. For example, the city Portland, Oregon, 
can provide our downtown customers with deliveries day. the city 
Detroit are providing five deliveries day our customers and 
cost which, percentagewise, greater than our cost years ago 
when offered one delivery every three days our customers. 


those industries where necessary provide merchandise cus- 
tomers the very lowest cost possible, some wholesalers make available 
the basic service minimum cost. example the grocery field 
where the basic cost servicing store may provided customer 
4%. the customer desires additional services, such display 
help store, advertising assistance, store design, etc., pays extra for 
those services. any event, can get merchandise from the wholesale 
warehouse his establishment cost which phenomenally low. 
might interest you know that one large city the United States 
there single wholesale establishment that does over $300 million 
annually that one area that basis. That volume business 
believe that unmatched any field small area. 


One area cost which proving very stubborn reduction that 
selling. Selling costs have not been susceptible expense control 
have other costs wholesale establishments. has been very difficult 
increase greatly the productivity salesmen. Every wholesale establish- 
ment, probably more than other business firms, has used telephone and 
mail services extensively. They are also using sales contracts and group- 
Selling techniques cut costs this area. Progress being made, but 


slow. And wholesale sales managers are very much aware the value 
their salesmen’s time. 


third major area adjustment for wholesalers changing economic 
conditions has been the field customer relations. feel that whole- 
salers, more than any other sellers, realize how important keep 
their customers strong; fortunately they are doing just that. Wholesalers 
have long realized that prosperous business cannot built weak 


customers, wholesalers today are making every effort keep their 
customers strong. 


Let over some the means which wholesalers are assisting 
their customers, the retailers. Today most any individual retailer can 
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his wholesaler for assistance location analysis. Wholesalers have devel- 
oped programs and means for evaluating the amount business that 
can done area. They know about the growth trends cities and 
suburbs and their judgment this regard widely sought individual 
retailers. 

second service being widely utilized that store design 
and modernization. you will pardon further reference individual 
company illustrate point, our company has helped modernize one out 
every five drug stores this country the past five years. have pro- 
vided store design service, traffic flow analysis, and, most instances, 
have actually provided the store fixtures. the retailer needs assistance 
financing that modernization program planning can get help 
through his wholesaler. Depending upon his credit standing, may 
able buy the fixtures and pay for them over period years, with 
without down payment, and many instances the fixtures can 
leased through the wholesaler. 

Many retailers are finding today that taking new location presents 
certain problems with the lease, which did not confront him few years 
back. shopping centers and other large-scale developments, the leases 
are pretty complicated arrangements and many wholesalers today provide 
legal assistance new leases and adjustments old leases for their cus- 
tomers. This something which wholesaler can provide better than anyone 
else because his intimate knowledge the business and its prob- 
lems, which not possessed financial institutions manufacturers. 


Most wholesalers today provide store opening services. have known 
instances where retailers have opened new store and the opening was 
handled completely the wholesaler. selected merchandise for the 
store; put the shelves, priced it; prepared the advertisements; 
made arrangements with local newspapers, radio, and stations; 
trained the help; provided all the gimmicks for the gala store opening; 
and then turned over the retailer thriving retail business. 


Sales training and merchandising assistance have been widely provided 
wholesalers. Large chain organizations may able their own 
training personnel and may provide merchandising assistance, but the 
smaller retailer looks his wholesaler for that service and being 
provided service which par with that which available the 
chains. 


Advertising services are being provided retailers; cooperative adver- 
tising, monthly mat services, and special event advertising are available 
retailers most fields through their wholesalers. 

Store management counseling available retailers; not only are 
manuals and courses management provided, but experts from the whole- 
sale establishments can called upon for assistance individual problems. 
Accounting systems are commonly made available weli income and 
other tax advice. 


Some wholesalers are providing many special services retailers. For 
example, rack jobbers will select, price-mark, shelve, inventory, and adver- 
merchandise for their retail customers. They will even provide fixtures; 


414 


ee 

3 

| 

met 


all the retailer has provide space, collect the money, pay for the 
merchandise that disappears—the rest all done the wholesaler. 


Whenever customers need special service, wholesalers most cases 
will provide the service required. Wholesalers are constantly studying the 
need for new types service required their customers. 


order keep the smaller retailers competitive with the large mer- 
cantile groups, wholesalers today will provide merchandising leaders and 
specials. many instances these specials are provided prices well below 
those which the chain stores have obtained. 


The instances have cited are not the only adjustments which whoie- 
salers are making the ever-changing economic patterns this country, 
but they are some which thought would interest you and they 
are the types adaptations that are proving extremely helpful con- 
sumers, retailers, and manufacturers. Today’s wholesalers are not 
old-fashioned, outmoded, antique operators. They are moving just rapid- 
our other business institutions and, believe, they are adjusting them- 
changing conditions with greater speed than most others. 
opinion, there doubt that the wholesaler making his full contri- 
bution better living this country through making available our 
people the merchandise they need the lowest possible cost. accomplish 
this the wholesaler extremely sensitive those changes, and his adjust- 
ment those changes being made continually. 


The fact that the wholesaler’s relative position our economy about 
the same was years ago shows that has done successful 
job adjusting his operations changing conditions. course, true 
that some types wholesalers are not important, yet the other hand 
other types are considerably more today. Wholesalers follow pretty 
much the same course other institutions; some careful, skillful job, 
others slip because certain inadequacies. Those who have learned roll 
with the punches and counter aggressively are enjoying success. Those 
that not, find that the parade has passed them by. Fortunately, whole- 
saling has attracted its arena its share good men. result, 
can come only one sound conclusion: The wholesaler will continue oc- 
cupy his niche our American economy and continue expand service, 
value, prosperity, along with the other essential elements, the 
producers and the retailers, bring better living American consumers. 
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SOME ADDITIONAL OBSERVATIONS THE 
MODERN WHOLESALER 


Rudolf Treuenfels* 
National-American Wholesale Grocers Association 


During 150 years growing proficiency wholesaling the American 
scene has demonstrated resilience and indestructibility. Wholesaling 
trade has retained and increased its absolute indispensability. Wholesaling 
craft has continuously improved its methods and efficiency. Whole- 
saling profession still attracting energetic men action and fertile 
minds. Wholesaling art has steadily advanced its creative faculty 
and imaginative power. 


Our speakers gave picture resourcefulness. were shown 
the achievements sturdy pioneers. were introduced exploits 
adjustability and conquest with few parallels economic history. 
learned about results infinitely more colorful than generally recognized 
the public known our business community large. 


This confirms the enthusiasm and confidence one our industry’s 
finest spokesmen. expressed over long years most remarkable 
text. every edition and through every revision his fundamental work 
“Wholesaling”, Theodore Beckman reiterated the claim that wholesaling 
career. 


Professor Beckman spelled out the wholesale merchant’s tradition. 
never ceased remind this distinguished trader’s broad potential. 
his faithful interpretation also set high standards. Those connected with 
the trade are happy and proud have met his expectations. They rejoice 
have Theodore Beckman here with and pay homage him this 
auspicious occasion. 


New chapters achievement were recently added the wholesaler’s 
splendid record. Their sources may traced various forces. Can 
agree that prominent among them the wholesaler’s lasting disposition 
look beyond his own four walls reviewing his place the country’s 
economy whole? Wholesalers. were continuously confronted with the 
obligation address themselves this basic question: “What really 
business 


Fundamental changes concept and procedures came from answers 
that were quite unorthodox. They replaced old and simple assumptions, 
longer was deemed sufficient act selectors, assemblers, and 
prime movers varied assortments merchandise, buy astutely the 
lowest possible price, and pass “best 


*Rudolf Treuenfels Executive Vice President the National-American 
Wholesale Grocers Association. Mr. Treuenfels began his business career 
food wholesaling and food manufacturing enterprises Europe. 
the former coordinator the Food Industry Training Center the City 
College, New York. has recently served Chairman the Committee 
Modern Food Distribution. 
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Rather was found that had become essential increasingly take both 
the customer’s and the supplier’s position into account. 

Facilitating the flow merchandise from the provinces production 
the realm consumer outlets, wholesalers had always acted bridge 
builders and road architects. Nowadays the role teacher healer 
seems included their calling. Many wholesalers regard es- 
sential part their business not only keep customers alive, but 
strengthen them the point where they will certain withstand the 
perils all forms competition. 

the other hand wholesalers will furnish processors and producers 
recommendations and prescriptions that will assure improved state 
health also their suppliers part. 


our present age mass production this has far-reaching conse- 
quences: 


Mass production inevitably looks for mass distribution type.that 
will provide initiative and discerning vision. The modern wholesaler 
knows how adjust his operations with unprecedented flexibility 
this challenge. terms his own meets our continent 
today from coast coast. 


Many manufacturers today cultivate their distributors’ sales prowess 
were recently discovered previously underestimated asset. 
There are those who completely changed their policy from di- 
rect selling the exclusive use wholesalers. making the 
switch they found out how reach the ultimate consumer con- 
siderably decreased selling expenses. They prove eager enjoy 
all economies offered low-cost wholesalers against often pro- 
hibitive waste time and energy spent contacting countless small- 
outlets. 

This motivates general tendency arrive better understanding 
mutual problems. meetings, not only between representatives 
individual companies but often industrywide basis, points 
irritating friction are constructively ironed out friendly spirit 
give and take. Manufacturers are willing recognize the re- 
markable accomplishment wholesalers alleviating many 
their supplier’s headaches through appropriate solutions for vexing 
problems. They are equally impressed wholesale success “up- 
grading” their customers the other side. 

Manufacturers admire, for instance, the ingenuity with which food 
wholesalers met the detrimental decline the very small grocery store. 
They are aware the resourcefulness that went into preserving inde- 
pendent stores helping them grow into profitable supermarkets. 

This illustration for the major attainments that brought whole- 
saling fresh sense adventure. implies much broadened responsibility. 
Compelled learn more and more about their customers’ business, whole- 
salers became better and better equipped serve them. broad range 
formerly unknown services came into existence. providing them, 
the wholesaler assists the actual management many retailer’s 
establishment. Their heightened duties allow and compel the wholesaler 
act mentor; they turn him into trusted advisor and friend. 
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Can continue for just few minutes focus our attention more 
directly some the departures from traditional operational aspects that 
are following the wake this change? doing will have 
take our examples primarily from the field food distribution where the 
exponents “teamwork emphasis” are most active the present time. 
Their methods, however, are gradually spreading and already being adapted 
many other lines. 


“Retailer-mindedness” has become by-word which these modern 
wholesalers are justly proud. Solicitude for the customer’s welfare stimu- 
lates their inventiveness. the many new functions inaugurated the 
course “teamwork” can here only list the most relevant. They are 
reach, will soon, wholesalers any type and size. 


All them can traced the new triple role wholesalers are assum- 
ing acting as: (A) sales strategists not only for themselves but also for 
customers; (B) educators large capable modernizing not only 
stores but the people who run them well; and (C) providers highly 
skilled specialists who keep with latest technical advances and who can 
aid their accounts doing better job. 


SALES STRATEGISTS BOTH THE WHOLESALE 
AND RETAIL LEVEL 


Wholesalers the new type will one way another, consciously 
unconsciously, adopt some kind plan.” 


From soliciting every conceivable account within their territory they 
will shift some system “customer selection.” 


due time they are likely arrive establishing policy 
“minimum orders.” 


Thus, concentrating their main efforts large accounts they will 
seek devise some way continue supplying the smaller fellow. 
the grocery field this being done through the so-called “cash 
and carry depots.” 


Continous attention lowering costs operations heightened 
the urge let the customer benefit from the savings obtained. 
Wholesalers many instances are switching from quoting “delivered 
prices” system whereby they serve larger retail accounts 
“cost-plus” basis. This method particularly prevalent where food 
distributors supply not only supermarkets but local food chains, 
frequently under arrangements tailored exceptional requirements. 


The wholesaler’s warehouse and organization emulate 
cedures the most powerful corporate chains. further reduce 
selling costs the use salesmen being widely eliminated. Their 
place being taken printed order forms generally sent out 
weekly basis, just they from chain headquarters their 
branches. These order books frequently suggest maximum retail 
prices. They are filled and returned for immediate processing 
the supply depot. 


Personal contacts between the supply depot’s personnel and the re- 
tail store not eliminated. now the hands field men, 
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times named store advisors supervisors. They are retailing 
specialists, not order takers. They are helping alert retail merchants 
unprecedented prosperity. 


Where these extra services the retail merchant are most thorough- 


provided, they are being individually paid for. They cannot 
included the wholesaler the price his merchan- 
dise. They are invoiced the stores “service fee” this fee 
generally not fixed sum, but one figured very small percent- 
age the retail market’s total sales. 


Additional extra services may billed the same manner. They 


may include charge for advertising, particularly when the merchant 
member so-called “voluntary group,” for weekly ads 
local papers for plugs through more ambitious media, such 
radio TV. 

Extra service fees may also charged places where the whole- 
saler provides central bookkeeping facilities for his affiliated 
stores. this instance the wholesaler’s accounting division 
often ingratiating itself not only keeping the retail merchant’s 
complete records the point preparing his income tax forms, 
his. withholding taxes, licenses, but going far aiding 
him insurance matters, simple legal questions, helping his 
estate planning. 


WHOLESALERS EDUCATORS 


The wholesalers think continuously ways and means teach bet- 


ter merchandising methods. They act the conviction that their 
customers being given intelligent help will enhance their ability 
move goods faster and larger quantities. means getting the 
merchandise not just but the retailers shelves. The 
wholesaler instructs his friends the selection goods that will 
work best for them and the art improving sales, from building 
more appealing displays making their entire premises more at- 
tractive. Paramount this approach concern for the consumer. 
satisfied the store survive and grow. All the 
modern wholesaler’s teaching motivated this simple truth. 


Consequently wholesalers are educating retailers they serve keep 


their prices low order remain competitive. They regard 
the firm basis from which gather strength. Only securing for 
their customers increasing share their trading area’s total busi- 
ness can their “supply depot” continuously extend its own scope and 
proficiency. 


successful efforts kindle their retailer’s initiative and ambi- 


tion many wholesalers furnish counsel how arrange and con- 
duct promotional drives. Here again the consumer “King” 
“Queen” not for day, but all year round. Insight into his her 
preferences and needs determines the advice channeled down the 
store level. 


After the war new form supplier-retailer cooperation developed 
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first the food field where primarily used marketing non- 
food lines. So-called “rack jobbing” practices are applied toilet 
goods and household items. Handling that merchandise being 
taught, with the distributor assuming the reponsibility for prepricing 
every package, and for his own representatives take care 
servicing all necessary displays. 


Aside from furnishing every kind sales building suggestions, 


managerial guidance offered varied degrees. This guidance 
reaches into the details performance every single store depart- 
ment. may apply personnel policy, control procedures, 
just good housekeeping general way. may extend into the 
American wholesaler’s most creative invention one now common 
the hardware trade and numerous other fields also the leadership 
so-called “store engineering.” 


Personnel training the retailer’s behalf has become widely 


adopted practice. Many wholesale warehouses furnish classroom for 
daytime meetings evening sessions not only for retail operators 
themselves, but for the schooling their employees. Specific courses 
are being provided for clerks entrusted with functions requiring 
particular knowledge and ability. 


Carefully edited and often elaborately produced regular communica- 


tions carry instructions and advice from headquarters its accounts. 
This has become rather universal practice almost every field 
expanding wholesaling activities. Newsletters, bulletins, and house 
organs serve this purpose. time fierce competition for reader 
listener attention much heed given making these printed 
aids succinct, lucid, penetrating. 


Most striking results “systematic” education are present where 


the retailer’s terms payment have been greatly shortened 
recent years. Wholesalers find not all difficult today en- 
force their demand for “blank check with the order.” 


This will not prevent the wholesaler from offering extensive arrange- 


ments for special credit under appropriate conditions when re- 
tailer, for instance, enlarges his store moves into entirely new 
location. Under ordinary circumstances, however, short credit terms 
tend benefit both the retailer and his supplier. They sharpen the 
retailer’s awareness the slightest changes his financial position; 
they allow the wholesaler pass him the savings resulting 
from lower administrative expenses, just allows the retailer 
benefit from savings connected with lower per unit costs effectu- 
ating larger orders. 


10. Highly pronounced and fully accepted the wholesaler’s educational 


mission within the frame work so-called voluntary groups. They 
have developed into potent force ever-increasing maturity 
throughout the ranks food, drug, hardware, variety, and other 
stores. Their entire idea based common want, common 
sense, common results. The wholesaler leads persuasion. His 
followers stand him because self-interest and conviction. 
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the joint endeavor free men. They learn from one another and 
act together mutual respect and trust. 


WHOLESALE POWERHOUSES TECHNICAL SKILLS 


their mechanized warehouses, their installation ever more 


advanced office machines, wholesalers are adjusted the new age 
fork-lift trucks operated remote control and electronic computers 
the RAMAC type. Managers charge these divisions are 
regularly taking advanced courses introducing them novel tech- 
niques. Heightened attention all facets technical improvements 
enters into the relationship with the retail merchant. creates the 
desire give him access pool craftsmen could not possibly 
afford his own. 


food distribution this urge provide expert help may start with 


the simple device furnishing high-calibre guidance and super- 
vision for running such perishables departments meats, produce, 
baked goods. 


the same token store engineering being developed ex- 


tremely fine point. Some wholesalers today are fully equipped 
render complete architectural service store modernization new 
construction, furnish all store fixtures, conduct installations 
the day when they provide all necessary assistance for “Gala 
Grand 


Another entirely new departure this road “up-to-date 


calls for highly qualified competence. the science “store 
site development.” Great risk and great opportunity are involved 
securing for outstanding retailer friends reliable help their 
expansion. entails assisting them acquiring the best location 
for potential maximum volume, particularly suburban environ- 
ments carefully selected shopping centers. 


Talent different nature placed the retailers disposal when 


comes preparing individualized promotional material for his 
location. Copywriters art departments the wholesaler’s plant 
are capable and ready act his behalf with the same “finish” 
and dispatch expected from specialized agencies. 


all this there increasing emphasis operational and market- 


ing research. enters into laying the groundwork for store site 
selection based scrutiny environment and population. de- 
termines counsel merchandising with careful reference turnover 
speed one item brand package size against another. has 
significant part establishing all kinds yardsticks and meas- 
urements improving management controls both ends the whole- 
saler-retailer team. 


Wholesalers acting strategists for their retailers, their educators- 


at-large, providers manpower with highly specialized skills, have 
many instances over recent years registered spectacular gains sales and 
profits. 


More importantly their advancement has brought great encourage- 
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ment the fraternity their colleagues whole. taking their re- 
tailer’s welfare heart they were permitted follow call their 
heart. When wholesalers found that this “call the heart” felicitously 
coincided with the “call the pocketbook” well, their 
spired broad following. 


The teamwork idea from small beginning long years ago 
made great strides after World War II. present spreading fast 

beyond the boundaries our nation. After taking strong roots Canada 

has crossed the ocean. all Western Europe there are wholesalers 
applying programs their own. 


Great numbers visitors came these shores study this new ap- 
proach wholesaling individuals representative delegations. They 
were amazed learn how Papa-and-Mama stores had been turned into 
Father-and-Son markets appreciable numbers. They seemed even more 
impressed the free exchange experience and know-how that they en- 
countered wholesaler conferences and conventions and the many fine 
talented young people they met there well action everywhere 
plants where they were well received. 


These guests looking from the outside are all excited about their 
discoveries. They contend that have here conquered new frontier and 
knowingly unknowingly opened avenues untold opportunity. 
avid students our methods, they ask for the privilege copying them 
detail and are grateful have their wish granted the point quite 
definite arrangements. These mature students found reason marvel 
the degree which concepts scientific management were governing 
action the distributor’s level. They found American wholesalers seeking 
the ingredients for growth the application every bit learning they 
could gather from the marketing profession. 


the teachers marketing, the developers market research, 
and its practitioners, wholesalers will wish acknowledge their debt 
gratitude they celebrate 150 years uninterrupted progress. Recogni- 
tion the interdependence intensive theoretical thought and sound prac- 
tical application has brought the pioneers modern wholesaling the prom- 
ising place they are occupying our American economy today. 


422 


| 

| 

| 

- 

| 

‘ 


ALPHABETICAL INDEX AUTHORS 


Page Page 
Blankertz, Donald Nolen, Herman 409 
Boyd, Harper 149 Ostheimer, Richard 
Cascino, Anthony 202 Rainie, Harrison 249 
Davis, Joseph 319 Rodger, Malcolm 386 
Dowd, Laurence Seymour, Robert 142 
Dunlap, Jack 294 213 
Fayerweather, 154 Shultz, William 234 
Gerhold, Paul Silberman, Charles 220 
Goldman, Arthur 323 Smith, George 393 
Kanter, Donald 338 Trelogan, Harry 356 
MeCarty, 264 Whitney, Robert 305 

423 


2 


, 
2 
: 
a BG 
i 
a 
on 
| 
Fe 
‘ 
i 
ae 


